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By  David  J.  Jeremy 

HEAD  OF  HISTORY 
CECIL.  JONES  HIGH  SCHOOL 
SOUTHEND-ON-SEA,  ENGLAND 

Damming  the  Flood:  British  Government 
Efforts  to  Check  the  Outflow  of 
Technicians  and  Machinery, 
1780-1843*= 

e  In  the  waning  decades  of  the  age  of  mercantilism.  Great  Britain  inten¬ 
sified  her  efforts  to  keep  at  home  the  new  industrial  technology — 
technicians  and  machines — that  the  inventiveness  of  her  people  had 
produced.  From  his  researches  in  the  records  of  the  Board  of  Trade, 
which  played  a  major  role  in  coordinating  these  efforts,  Mr.  Jeremy  shows 
that  as  time  wore  on  the  policy  of  prohibiting  emigration  and  exports 
became  more  and  more  internally  contradictory  and  incapable  of  en¬ 
forcement  despite  great  ingenuity  on  the  port  of  those  responsible. 

Once  British  entrepreneurs  had  demonstrated  the  superiority 
of  machinery  in  the  manufacture  of  textiles,  in  the  decades  following 
the  inventions  of  Hargreaves,  Arkwright,  Crompton,  and  Cartwright, 
traditional  efforts  to  contain  British  technology  within  the  kingdom 
were  intensified.  Checks  against  the  outflow  of  Britain’s  early  industrial 
technology  were  applied  both  by  private  businessmen  and  the  gov¬ 
ernment.  The  attitudes  of  suspicion  and  secrecy  displayed  by  numer¬ 
ous  early-nineteenth-century  manufacturing  firms  are  well  known. 
Even  more  familiar  are  numerous  a.spects  of  the  protectionist  system 

Business  History  Bevirw,  Vol.  LI,  No.  1  (Spring,  1977).  Copyright  ©  The  President 
and  Fellows  of  Harvard  College. 

•  1  am  grateful  to  the  Pasold  Research  Fund  for  a  grant  to  work  on  Board  of  Trade  records 
at  the  Public  Record  Office  in  summer  1974.  I  am  also  indebted  to  Dr.  Charlotte  Erickson, 
Reader  in  Economic  History  at  the  London  School  of  Economics,  to  Miss  Julia  de  L.  Mann, 
and  to  my  wife  Theresa  for  their  keen  criticisms  of  earlier  and  longer  drafts  of  this  article. 
This  research  is  part  of  a  doctoral  thesis  being  written  under  Dr.  Erickson’s  supervision,  on  the 
transmission  of  cotton  and  woolen  manufacturing  technologies  from  Britain  to  the  United  States, 
1790-1840. 

The  cover  illustration,  entitled  “Wharf  Shed  of  the  Trafiilgar  Dock,  Liverpool,”  shows  one 
of  the  scenes  where  Customs  officers  attempted  to  prevent  the  illegal  export  of  machinery 
before  1843  —  Trafalgar  Dock  being  opened  in  1836.  This  print,  drawn  by  Hair  and  engraved 
by  Jackson,  was  published  in  Charles  Knight  (publisher).  The  Land  We  Live  In;  a  Pictorial 
and  Literary  Sketch  Book  of  the  British  Empire  (4  vols.,  London,  ca.  1847—1850).  The  author 
is  indebted  to  H.M.  Customs  &  Excise,  in  the  person  of  Mr.  P.J.T.  Machin,  Deputy  Librarian, 
for  providing  this  print  for  reproduction,  and  to  Mr.  J.  Smith  of  the  Liverpool  Record  Office 
(or  identifying  its  source. 


constructed  by  seventecntli-  and  eighteenth-century  governments. 
But  relatively  little  has  been  written  on  the  working  of  British  legis¬ 
lation  aimed  at  the  retention  of  technology.'  With  what  consistency 
and  effectiveness  were  the  prohibitive  laws  applied?  When  modifica¬ 
tion  came  in  1824-1825,  what  sort  of  logic  freed  artisan  emigration 
hut  continued  governmental  control  over  machinery  exports?  What 
policies  did  the  Board  of  Trade  follow  in  licensing  machinery  for 
export  in  the  period  1825-1843?  How  effective  were  the  continuing 
prohibitions?  These  are  some  of  the  questions  that  surround  the  im¬ 
portance  of  governmental  checks  on  the  international  movement  of 
technology,  especially  textile  technology,  in  this  critical  period. 

I.  The  Period  of  Maximum  Legislative  Prohibition,  1780s-1824 

In  the  early  1780s  no  skilled  artisan  or  manufacturer  was  legally 
free  to  leave  Britain  or  Ireland  and  enter  any  foreign  country  outside 
the  Crown’s  dominions  for  the  purpose  of  carrying  on  his  trade.  Tex¬ 
tile  printing  workers  were  even  forbidden  to  leave  the  British  Isles, 
the  implication  being  that  other  workers  coidd  at  least  travel  within 
British  possessions.  It  was  an  offence,  moreover,  to  entice  artifieers 
or  manufacturers  to  emigrate  to  foreign  parts.  It  became  illegal  to 
export  or  to  prepare  to  export  to  any  place  outside  Britain  and  Ireland 
any  pre-industrial  or  industrial  textile,  metal-working,  clock-making, 
leather-working,  paper-making  or  glass  manufacturing  equipment. 
But  whereas  the  laws  relating  to  textile  implements  and  machinery 
were  thoroughly  comprehensive,  encompassing  existing  equipment 
and  any  invented  in  the  future,  those  dealing  with  metal-working 
tools  and  utensils  were  not  exhaustive.  As  we  would  expect,  the 
penalties  for  removing  the  living  instruments  of  trade,  the  artisans, 
were  much  higher  than  for  exporting  the  machines  they  were  capable 
of  reproducing  with  their  own  hands.  Emigrants  lost  their  nation¬ 
ality  and  property  and  recruiting  agents  were  fined  £500  per  migrant 
entieed  and  received  twelve  months’  imprisonment.  In  contrast,  a 
£200  fine,  forfeiture  of  equipment  and  twelve  months’  imprisonment 
( or  a  £500  fine  and  forfeiture  in  the  case  of  textile  printing  tools  and 
machinery )  was  laid  down  for  the  export  or  attempted  export  of  the 
hardware.  These  massive  penalties  threatened  a  middle  class  manu¬ 
facturer  more  than  an  unpropertied  artisan." 

1  The  major  exception  is  A.  E.  Miisson,  “The  ‘Manchester  School’  and  Exportation  of 
Miichinery,”  Business  History,  XIV  (Januar>’,  1972),  17-50,  which  looks  at  the  question 
front  a  significant  local  vantage  point. 

-  The  textile-related  prohibitory  statutes  were  7  &  8  Wm.  3,  c.  20  ( 1695);  5  Geo.  I,  c.  27 
(1718);  23  Geo.  2,  c.  13  (1749);  14  Geo.  3,  c.  71  (1774);  21  Geo.  3,  c.  37  (1781);  22 
Geo.  3,  c.  60  (1782);  Ireland  25  Geo.  3.  c.  17  (1785);  26  Geo.  3,  c.  76  (1786),  which  re¬ 
pealed  clauses  in  the  1774  and  1781  statutes  regarding  cheap  wood  cards. 
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At  least  six  government  departments  were  involved  in  enforcing 
the  prohibitive  laws.  The  Foreign  Office  collected  consular  reports 
of  artisans  domiciled  in  foreign  countries  or  of  machinery  illegally 
exported.  The  actual  policing  of  the  ports  and  coasts  was  the  prov¬ 
ince  of  the  Customs  Commissioners.  The  Horne  Office,  to  whom  the 
local  magistrates  reported,  intermittently  received  information  about 
foreign  recruiters  operating  in  the  British  manufacturing  districts  or 
artisans  who  were  making  arrangements  to  emigrate.  Permissions  to 
emigrate  or  licenses  to  export  machinery  were  issued  by  both  the 
Privy  Council  and  the  Treasury,  while  the  former  was  also  capable 
of  issuing  orders  that  could  clarify  the  statutes.  The  key  administra¬ 
tive  department  was  the  Board  of  Trade,  as  reconstructed  in  1786  by 
William  Pitt.  It  advised  the  Treasury  on  Customs  policy  and  on  com¬ 
mercial  relations  with  other  nations,®  and  it  is  clear  from  the  Board  s 
Minutes  between  1780  and  1843  that  it  was  usually  informed  or  con¬ 
sulted  by  all  the  other  departments  except  the  Privy  Council  about 
infractions,  interpretations,  or  modifications  of  the  prohibitive  laws. 
Thus,  records  of  the  Privy  Council  and  the  Board  of  Trade  provide 
a  good  picture  of  central  government  policies,  the  Privy  Council 
being  concerned  with  these  at  the  highest  level,  particularly  in  war¬ 
time,  and  the  Board  of  Trade,  with  their  commercial  implications.^ 

After  the  1780s,  the  loss  of  the  American  colonies,  the  prolonged 
European  war  with  France  (1793-1815),  and  expanding  indus¬ 
trialization  at  home  made  the  problem  of  emigrant  workers  critical. 
Foreign  demand  for  the  advanced  technology  created  by  Britain’s 
pioneering  industrialization  grew  rapidly,  while  a  wide  variety  of 
incentives  made  hundreds  of  individual  British  industrial  workers 
willing  to  risk  the  penalties  of  the  prohibitory  laws  to  meet,  east  and 
west,  the  rising  demand  for  their  skills.®  From  1783  to  1812,  some 

The  metal  trades  were  covered  by  25  Geo.  3,  c.  67  (1785)  and  26  Geo.  3,  c.  89 
(1786)  as  well  as  the  1718  Act.  The  act  26  Geo.  3,  c.  89  included  the  prohibitions  on  the 
export  of  paper-making,  glass  blowing  and  cutting,  pottery  and  leather-working  equipment. 
The  act  39  Geo.  3,  c.  56  (1799)  placed  the  seducing  of  colliers  to  emigrate  on  the  same 
footing  as  the  seducing  of  manufacturers. 

3  Lucy  Brown,  The  Board  of  Trade  and  the  Free  Trade  Movement,  1830-1842  (Oxford, 
1958),  20-21. 

*  This  article  is  based  on  the  following  collections  in  the  Public  Record  Office:  P.C.l 
(Privy  Council  papers,  unbound);  P.C.2  (Privy  Council  Minutes),  vols.  128—226  (1782- 
1844);  B.T.l  (Board  of  Trade  In-Letters),  letters  from  the  period  1791-1830s;  B.T.5  (Board 
of  Trade  Minutes),  vols.  1—45  (1784-1838);  B.T.6  (Board  of  Trade  Miscellanea),  vols.  151 
and  152  (Machinery  Books,  1825-1843).  I  should  like  to  thank  the  staff  of  the  North  Room 
and  the  Rolls  Room  at  the  F.R.O.  for  their  cooperation  in  locating  and  producing  documents. 

5  On  the  emigration  of  industrial  workers  to  Europe,  see  W.  O.  Henderson,  Britain  and 
Industrial  Europe,  1750-1870  (  3rd  ed.,  Leicester,  1972).  On  the  emigration  of  industrial 
workers  to  the  United  States,  see  Mildred  Campbell,  “English  Emigration  on  the  Eve  of  the 
American  Revolution,”  American  Historical  Review,  LXI  (October,  1955),  1—20;  Herbert 
Heaton,  “The  Indu.strial  Immigrant  in  the  United  States,  1783-1812,”  Proceedings  of  the 
American  Philosophical  Society,  CV  (1951),  519—527;  David  J.  Jeremy,  “British  Textile 
Technology  Transmission  to  the  United  States:  the  Philadelphia  Region  Experience,  1770— 
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100,000  persons  left  Ulster  for  the  United  States,  an  average  of  3,000 
a  year.  Between  1785  and  1800,  however,  immigration  from  Ulster 
was  at  a  rate  of  5,000  a  year.®  Incomplete  Returns  of  Enemy  Aliens 
made  during  the  War  of  1812  show  about  7,500  male  Britons  resident 
in  the  United  States  in  1812-1814;  of  this  number  some  1,300  were 
workers  in  the  textile  or  textile-related  trades.’  How  aware  was  the 
central  government  of  this  widespread  defiance  of  its  prohibitory 
laws  and  what  actions  did  it  take  to  reduce  it? 

Relativ'ely  few  consular  reports  about  British  artisans  working 
abroad  were  received  by  the  Board  of  Trade  during  the  period.  This 
is  somewhat  surprising  because  we  know  that  at  least  one  consul, 
Phineas  Bond  at  Philadelphia,  bombarded  the  Foreign  Office  with 
missives  on  the  subject  between  1787  and  1805.®  The  matter  of  emi¬ 
gration  was  first  brought  to  the  Board’s  attention  by  a  letter  dated 
October  5,  1791  from  Sir  John  Temple,  Consul  General  at  New  York. 
It  complained  of  an  influx  from  Ireland.  A  few  months  later  another 
communication  to  the  Governor  of  Lower  Canada,  suggesting  that 
the  Irish  migration  to  Philadelphia,  estimated  at  1,500  persons  a  year, 
might  be  deflected  to  Canada,  brought  no  response  from  the  Board 
of  Trade,  which,  according  to  the  minutes  of  its  meetings,  feared  that 
action  might  “have  the  appearance  of  encouraging  still  further  Emi¬ 
gration.”  Such  passivity  disappeared  when  war  against  France  broke 
out  in  1793.® 

The  period  of  the  negotiations  leading  up  to  the  Peace  of  Amiens 
in  March  1802  found  the  subject  again  under  consular  consideration. 
This  time  there  were  reports  of  English  artificers  in  Germany,  de¬ 
tained  on  the  Continent  by  fear  of  criminal  prosecution  should  they 
return  home.  Apart  from  information  on  English  artificers  in  Aus¬ 
trian  factories  in  1805  and  a  general  comment  on  West  of  England 
workers  in  the  United  States  in  1812,  the  consular  service  provided 
the  Board  of  Trade  with  very  limited  indications  of  the  leakage  of 
skill.*®  Even  so,  the  Board  was  hardly  ignorant  of  the  scale  of  the 
leakage,  since  a  variety  of  informal  means  of  communication,  such 


1820,”  Business  History  Review,  XLVII  (Spring,  1973),  24—52;  Charlotte  Erickson,  Invisible 
Immigrants.  The  Adaptation  of  English  and  Scottish  Immigrants  in  Nineteenth  Century 
America  (Coral  Gables,  Fla.,  1972),  229—389.  Anthony  F.  C.  Wallace  and  David  J.  Jeremy, 
“William  Pollard  and  the  Arkwright  Patents,’  William  and  Mary  Quarterly,  forthcoming. 

*>  M.aldwyn  A.  Jones,  “Ulster  Emigration,  1783-1815,”  in  E.  R.  R.  Green,  ed..  Essays  in 
Scotch-Irish  History  (London,  1969),  46-68. 

t  My  analysis  ol  U.S.,  Marshals’  Returns  of  Enemy  Aliens,  War  of  1812  Papers,  Record 
Groups  45  and  59,  National  Archives,  Washington,  D.C. 

s  Joanne  L.  Neel,  Phineas  Bond.  A  Study  in  Anglo-American  Relations.  1786-1812 
(Phihadelphia,  1968),  75-76,  129,  149,  151. 
n  B.T.  5/7,  p.  310;  8,  pp.  102-104. 

10  B.T.  5/13,  pp.  62-65;  15,  p.  292;  21,  p.  117. 
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as  manufacturers,  customs  officials,  and  informers,  could  bring  news 
from  foreign  sources. 

Internal  reports  of  specific  enticements  or  migrations  were  first  re¬ 
corded  in  1807  with  advance  news  of  the  visit  of  an  industrial  spy 
from  Russia,  Charles  Baird  ( an  agent  of  Sir  Charles  Gascoyne),  who 
was  on  his  way  to  obtain  information  and  machinery  from  the  Scot¬ 
tish  and  Manchester  manufacturing  districts.  Notification  came  from 
Joseph  Seddon,  Chairman  of  the  Society  for  the  General  Protection 
of  Trade,  a  Manchester  organization  with  cwrespondents  in  Glas¬ 
gow.  In  the  years  just  before  and  after  the  depression  of  1819,  more¬ 
over,  manufactures  in  the  Midlands  metal  trades  made  complaints 
of  workers  emigrating.'*  Customs  reported  goldsmiths  leaving  for 
the  United  States  in  1809,  and  in  1811  they  relayed  an  anonymous 
report  about  a  Bristol  mechanic  taking  machine-making  tools  to  Fal¬ 
mouth  with  the  intention  of  embarking  for  the  United  States.  The 
same  year  Customs  submitted  reports  on  the  emigration  of  Bristol 
glass  workers  and  Lanca.shire  cotton  workers,  and  the  following  year 
they  relayed  an  anonymous  letter  about  workers  from  the  Birming¬ 
ham  arms  manufacturers  taking  their  tools  with  them  to  America.'" 

There  appear  to  have  been  no  financial  inducements  to  inform 
against  skilled  workers,  as  there  were  in  the  case  of  emigrant  seamen 
after  1793,  and  informers  sometimes  risked  intense  odium.  One 
tradesman  found  that  he  had  been  named  as  a  prosecution  witness 
after  he  patriotically  informed  in  1809  against  a  mechanic  who  openly 
bragged  of  plans  to  emigrate.  Fearing  for  his  reputation  and  his 
business,  the  tradesman  had  to  make  a  desperate  appeal  to  the  Board 
of  Trade  for  his  discharge  from  appearing  at  the  Stafford  Assizes.*® 


Efforts  to  Improve  Enforcement 

Cognizant  of  this  extensive  emigration  during  a  period  of  rapid 
industrial  change  and  European  war,  the  government  was  obliged 
to  consider  improving  the  enforcement  of  the  laws.  Logically,  ques¬ 
tions  of  definitions  and  interpretation  came  first.  Could  any  excep¬ 
tions  to  the  laws  governing  the  emigration  of  artisans  be  allowed 
and,  if  so,  who  should  legally  be  permitted  to  go  abroad?  A  number 
of  limited  exceptions  were  made,  although  the  arguments  behind  the 
permissions  are  rarely  recorded.  Presumably  they  were  thrashed  out 


ti  B.T.  5/17,  p.  277;  26,  p.  419;  27,  p.  337;  30,  p.  406;  31,  p.  436.  For  this  Manchester 
society,  precursor  of  the  Chamher  of  Commerce,  see  Arthur  Redford,  ed.,  Manchester 
Merchants  and  Foreign  Trade,  1794-1858  (Manchester,  1934),  67—68. 

12  B.T.  5/19,  p.  64;  21,  pp.  70,  364.  B.T.  1/76,  ff.  29-38. 

13  P.C.  2/137,  pp.  468-470.  B.T.  1/44,  f.  176;  45,  f.  292. 
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orally.  For  at  least  one  category  of  artisan  —  steam  engine  erectors 
—  the  government’s  hand  was  forced  vv^hen  an  anomalous  situation 
arose.  Whereas  the  prohibition  against  the  emigration  of  artisans 
was  technically  universal,  that  against  the  e.xport  of  machinery  was 
selective.  For  reasons  that  are  not  clear,  neither  Savery’s,  New¬ 
comen’s  nor  Watt’s  steam  engine  ever  came  into  the  machinery  clause 
of  the  prohibitory  statutes.  Obviously,  if  the  government  permitted 
a  foreign  customer  to  buy  a  British  steam  engine,  it  could  hardly  deny 
him  the  services  of  British  millwrights  and  mechanics  to  set  it  up.  The 
Privy  Council,  which  apparently  controlled  the  licensing  of  emigrant 
artisans  during  the  French  Wars,  allowed  two  erectors  to  set  up  three 
steam  engines  at  St.  Petersburg  in  1806.  Later  that  summer  Samuel 
Davies  was  licensed  to  set  up  a  steam  engine  at  New  Orleans,  while 
three  other  men  were  permitted  to  sail  to  Sweden  for  the  same  pur¬ 
pose.  Between  1815  and  1824  the  Board  of  Trade  approved  only 
three  applications  for  steam  engine  erectors  to  emigrate.  Presumably 
most  of  those  who  went  abroad  did  so  without  government  licenses.'  * 

After  it  was  decided  in  1797  to  allow  the  export  of  mint  machinery, 
and  especially  after  1799  when  Matthew  Boulton  obtained  an  act  of 
Parliament  to  send  both  coining  machinery  and  millwrights  to  Russia, 
millwrights  were  often  released  to  complete  similar  foreign  orders. 
Assuming  that  the  same  principle  could  cover  the  printing  of  bank 
notes,  the  Swedish  government  obtained  Privy  Council  approval  in 
1806  for  a  person  to  go  to  Sweden  and  set  up  a  paper  mill  for  bank¬ 
note-paper  making.'"*  During  the  French  Wars,  the  Privy  Council 
received  applications  from  the  Swedish  government  for  the  release 
of  four  sinkers  to  help  open  up  some  new  coal  mines,  and  two  manu¬ 
facturers  of  farming  implements.  All  were  allowed  abroad.  It  seems 
likely  that  political  considerations  played  a  part,  but  evidence  is 
lacking."'* 

No  artisans  at  all  were  licensed  by  the  Privy  Council  to  emigrate 
between  1814  and  1824.  And  in  the  period  1780-1824,  apart  from  the 
three  permits  to  steam  engine  erectors,  the  Board  of  Trade  allowed 
only  one  skilled  worker,  Richard  Smith,  to  go  abroad.  Halted  at  the 
Liverpool  Customs  in  1817,  he  admitted  that  he  had  once  been  a 
master  spinner,  was  presently  assistant  to  a  Staffordshire  land  sur¬ 
veyor,  and  was  going  to  Philadelphia  to  recover  unspecified  property 
taken  thence  by  James  Slater,  late  of  Cheadle.'^  Only  one  applica¬ 
tion  ( this  to  the  Board  of  Trade )  for  permission  for  artisans  to  emi- 

H  P.C.  2/169,  p.  629;  170,  pp.  429,  674.  B.T.  5/25,  p.  337;  26,  p.  140. 

IS  B.T.  5/10,  pp.  435-437.  P.C.  2/160,  p.  384;  170,  pp.  543-544. 

1C  P.C.  2/164,  pp.  128,  177;  175,  p.  67. 

11  P.C.  2/205  pp.  420-421.  B.T.  1/119,  ff.  8-10.  B.T.  5/26,  p.  140. 
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grate  was  rejected  before  1824.  The  Turkish  government  was  em¬ 
phatically  refused  ( in  1802 )  permission  to  hire  British  artisans.  But 
these  were  cannon  founders,  and  Britain  was  still  at  war  against 
France.’** 

One  other  important  question  arose  on  the  interpretation  of  the 
laws  regarding  artisans.  Did  the  definition  of  artificer  and  manu¬ 
facturer  (.over  the  non-manufacturing  trades?  In  wartime  the  old 
prohibitive  laws  might  he  interpreted  more  rigorously  than  in  peace¬ 
time,  and  only  the  positively  unskilled  he  let  through  Customs.  Per¬ 
haps  for  this  reason  the  issue  did  not  reach  the  central  government 
until  1817.  That  year  the  Liverpool  Customs  officers  squabbled  with 
the  Liverpool  magistrates  over  the  interpretation  of  the  law  on  this 
point.  The  Liverpool  Collector  wrote  to  the  Customs  Commissioners 
asking,  “whether  common  workmen,  such  as  shipwrights,  coopers, 
ropers,  joiners  or  house  carpenters,  brick  makers  &c.  [are  covered 
by  the  laws].”  The  Board  of  Trade  wrote  to  the  Customs  Secretary 
asking  what  the  established  practice  had  been,  and  to  the  Attorney 
General  and  Solicitor  General  for  their  opinion  of  the  law,  but  Board 
of  Trade  minutes  record  no  settlement.”' 

The  greatest  loophole  in  the  prohibitory  laws  related  to  the  prob¬ 
lem  of  detection.  The  Chairman  of  the  Customs  readily  acknowl¬ 
edged  in  1824  that  his  officers  had  no  way  of  identifying  a  skilled 
worker.'"  Even  if  the  embarked  passengers  were  mustered,  as  was 
possible  under  the  1795  proclamation  or  the  1803  Passenger  Act, 
determined  artisans  would  willingly  perjure  themselves  to  escape 
abroad.*'  Some  joined  ships  after  they  had  been  cleared  from  English 
ports.  In  1807,  it  was  claimed,  “emigrant  artists  &  manufacturers” 
took  small  boats  out  to  ocean-going  vessels  cleared  from  Liverpool 
“on  their  passage  along  the  Cheshire  shore.”  Revenue  cutters  or 
Royal  Navy  vessels  might  occasionally  intercept  these  emigrants,  but 
the  problem  of  identification  remained.’’® 

Despite  the  odds  against  success,  the  Privy  Council  determined  to 

INB.T.  5/13.  pp.  114-115. 

I'l  B.T.  5/26,  p.  261.  B.T.  1/120,  ff.  90-95. 

G.B.  Pari.  Papers  (Commons),  1824  (51),  V,  “Six  Reports  from  the  Select  Committee 
on  Arti/ans  and  Machiner>’,”  .50. 

Few  cases  of  artisans  who  perjured  themselves  are  documented.  One  of  them,  Samuel 
Mearheck,  later  recalled  his  questioning  hy  Boston  Customs  officers  who  wondered  how  he 
had  managed  to  escape  from  England  with  his  cutlery  tools:  “They  asked  how  did  1  to  get 
away  from  England  if  1  did  not  take  a  false  oath.  1  told  them  what  Butler  says:  Tie  that 
imposes  an  oath  makes  it,  not  he  who  for  convenience  takes  it.’  They  laughed  at  me  and  said 
that  would  do  and  desired  me  to  tell  it  them  again  and  they  wrote  it  down.” 

Samuel  Mearheck  to  his  mother,  from  Boston,  Mass.,  January  1,  1817,  Mearheck  Letters, 
typescript  copies  made  from  those  in  Sheffield  Central  Reference  Library  and  kindly  brought 
to  my  notice  by  Dr.  Charlotte  Erickson.  The  quotation  is  from  Samuel  Butler’s  seventeenth- 
century  satirical  poem,  Hudihras. 

22  B.T.  1/35,  ff.  192-193. 
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apply  the  laws  more  effectively  in  the  early  years  of  the  wars  against 
France.  An  Order  in  Council  of  April  8, 1795  forbade  foreign  vessels 
to  sail  without  their  captains  first  submitting  to  the  port  officer  a  list 
of  passengers,  specifying  names,  ages,  occupations,  and  nationalities. 
Any  British  artificers,  manufacturers,  or  seamen  discovered  were  to 
be  arrested.  This  new  measure  against  the  emigration  of  artisans 
apparently  owed  much  to  the  indefatigable  reporting  of  Phineas 
Bond,  Consul  General  at  Philadelphia.  Doubts  arose  over  its  legality, 
but  Grenville  and  the  President  of  the  Board  of  Trade  were  satisfied 
and  made  the  order.*’ 

Although  the  Customs  officers  implemented  this  Order  so  well 
that  at  first  few  foreign  vessels  were  cleared  at  all  and  the  Privy 
Council  began  receiving  complaints  from  masters,  the  problem  of 
accurate  identification  defeated  them.  The  obvious  badge  of  the 
artisan  was  his  bag  of  tools,  but  this  he  generally  concealed  care¬ 
fully,  or  sent  by  a  separate  ship,  or  never  took  at  all.  Otherwise  the 
indiscreet  possession  of  some  kind  of  documentation  might  announce 
the  artisan.  It  was  often  only  by  accident  that  true  identities  were 
revealed,  as  with  David  Wooding,  a  Manchester  spinner  who,  in 
March  1811,  boarded  the  ship  Union  at  Liverpool,  bound  for  New 
York.  During  the  Customs  mustering  of  passengers,  his  marriage 
certificate  was  found  in  his  sea  chest  and  letters  of  introduction  to 
a  Philadelphia  inhabitant  in  his  pocket.  Wooding,  haled  before  the 
magistrates,  betrayed  his  father-in-law,  who  was  also  on  the  Union, 
and  the  pair  were  committed  for  trial  at  the  next  Lancaster  Assizes. 

James  Kipping,  the  Surveyor  on  Special  Service,  suggested,  after 
his  detection  of  Wooding,  another  way  of  solving  the  identification 
dilemma.  Wooding’s  marriage  certificate  and  the  testimony  of  Man¬ 
chester  magistrates  had  given  him  away.  Why  not  require  all  aspir¬ 
ing  emigrants  to  produce  a  certificate,  attested  by  their  local  magis¬ 
trate  or  parish  officer,  “stating  that  in  [his  or  their]  opinion  the 
Parties  were  not  prohibited  emigrants.”  Essentially  this  meant  ex¬ 
tending  and  reinvigorating  the  old  Settlement  and  Removal  Laws  to 
cover  the  skilled  as  well  as  the  poor,  emulating  the  Prussian  ( 1731 ) 
and  French  ( 1803)  workers’  passport  laws.  The  Board  of  Trade  re¬ 
ceived  this  proposal  in  May  1813,  some  two  years  after  the  Liverpool 
officers  wrote  to  their  superiors  in  London,  and  silently  passed  the 
papers  to  the  Privy  Council,  which  was  expected  to  advise  the  Trea¬ 
sury.  No  more  was  heard  of  the  plan.  The  bureaucratic  procrastina¬ 
tion,  countenanced  perhaps  because  of  the  War  of  1812  ( which  tem- 

23P.C.  2/137,  pp.  468-470;  142,  pp.  361-362.  P.C.  1/25,  A48  and  A49.  Neel,  Phineas 
Bond,  75,  149. 
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porarily  closed  emigration  to  the  United  States),  suggests  an  unwill¬ 
ingness  to  pursue  protectionist  policies  to  their  logical  conclusion.*^ 

While  improving  the  means  of  detection,  the  authorities  also  tried 
the  tactics  of  deterrence.  Prosecutions  followed  arrests  so  consis¬ 
tently  for  English  artificers  on  the  Continent,  as  late  as  the  1820s, 
that  they  feared  returning  home  to  meet  fines  and  imprisonment. 
Fear  of  loss  of  citizenship  was  the  major  legal  deterrent.  If  the 
country  was  at  war,  moreover,  some  emigrants  would  be  open  to  the 
charge  of  treason.*®  But  another  type  of  legislation  supplemented 
the  prohibitory  laws:  the  Passenger  Act  of  1803,  patterned  on  Phineas 
Bond’s  proposals.  The  purpose  of  the  first  Act  is  disputed,  but  recent 
evidence  seems  to  favor  a  Machiavellian  interpretation.  In  limiting 
the  number  of  passengers  that  British  vessels  could  carry  to  one  for 
every  two  tons  of  a  ship’s  unladen  capacity,  the  Act  not  only  relieved 
the  conditions  of  transatlantic  travel  but  also  struck  a  blow  at  emi¬ 
grant  traffic  in  general,  and  thereby  also  at  emigrant  artisans.  Ac¬ 
cording  to  Castlereagh  ( President  of  the  Board  of  Control  in  1803 ) 
in  an  admission  to  John  Quincy  Adams,  this  was  the  real  purpose 
of  the  Act.*® 

In  attempting  to  hold  back  the  artisan  from  emigration,  the  central 
government  adopted  no  wide-sweeping  measures.  Owing  perhaps  to 
contemporary  ideas  on  the  free  circulation  of  labor,  it  opposed  in¬ 
creasing  legislative  restrictions  (like  the  Settlement  laws)  on  labor 
migration.  Instead,  it  limited  itself  to  sniping  actions  against  indi¬ 
viduals.  When  informed,  the  Board  of  Trade  could  alert  Customs 
of  impending  depredations  of  foreign  recruiters,  like  those  of  Baird 
in  1807  and  Edward  Thomas  in  1819  (the  latter  w^as  returning  to 
collect  artificers  to  set  up  a  steam  engine  factory  near  Elberfeldt). 
If  recruiters  were  already  active  in  manufacturing  districts,  or  arti¬ 
sans  were  known  to  be  preparing  to  emigrate,  the  Home  Office  could 
send  out  Bow  Street  runners  ( then  the  country’s  only  police  force ) 
to  bring  miscreants  before  magistrates,  as  in  the  case  of  James 
Patterson  in  1809.  But  the  scale  on  which  those  procedures  took 
place  was  insignificant,  considering  the  size  of  the  problem.** 

24  For  passport  systems,  sec  Arthur  Bedford,  Labour  Migration  in  England,  1800-1850 
( 2nd  ed.  Manchester,  1964 ),  87-88.  B.T.  1/76,  ff.  33-40.  B.T.  5/22,  p.  276. 

2."i  See  P.C.  2/159,  p.  254;  180,  pp.  539—540  and  B.T.  5/19,  pp.  55—56  for  prosecutions. 
G.B.,  Pari.  Papers  (Commons),  1824  (51 ),  V,  569. 

2i*  Oliver  MacDonagh,  A  Pattern  of  Government  Growth.  The  Passenger  Acts  and  Their 
Enforcement,  1800—1860  (London,  1961 ),  57—58.  This  may  be  compared  with  Jones,  “Ulster 
Emigration,”  57-58  and  Neel,  Phineas  Bond,  87,  149-150. 

22  Bedford,  Labour  Migration  pp.  81—84.  B.T.  5/17,  p.  277;  26,  p.  419;  27,  p.  329. 
B.T.  1/44.  f.  176. 
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Efforts  to  Reverse  the  Flow  of  Emigrant  Artisans 


Since  the  root  of  the  matter  was  a  complex  of  changing  economic 
and  social  conditions,  it  was  hardly  possible  for  an  enlightened  and 
constitutional  government  to  take  adequate  preventive  steps  against 
emigration.  Indicative  of  the  very  limited  possibilities  for  collective 
measures  was  the  Board  of  Trade  s  reaction  to  the  unemployment 
and  emigration  of  the  Birmingham  arms  manufacturers  who,  in  1812, 
were  reported  to  be  taking  their  tools  with  them  to  America.  It  sug¬ 
gested  that  the  Board  of  Ordnance  be  asked  to  find  work  contracts 
for  the  200  unemployed  manufacturers.  This  was  the  solitary  occa¬ 
sion  in  the  records  examined,  when  the  central  government  tackled 
the  emigration  of  artisans  with  a  sound  preventive  economic  mea¬ 
sure,  impelled  by  wartime  conditions  when  arms  manufacturers 
would  plainly  claim  much  greater  government  attention  than  hand- 
loom  weavers."'* 

Apart  from  improved  detection,  deterrence,  or  prevention,  the 
only  other  avenue  in  implementing  the  laws  was  to  attempt  a  re¬ 
versal  of  the  migrational  flow.  Several  times  this  tactic  was  tried  or 
considered  during  the  period  of  the  French  Wars.  But  if  the  law 
penalized  the  emigrant  artisan,  how  could  he  be  expected  to  return 
willingly  to  Britain?  Either  some  clauses  of  the  prohibitory  laws 
must  be  set  aside  or  else  even  more  drastic  and  effective  penalties 
must  be  involved  to  dislodge  the  fugitive  artisan  from  his  foreign 
abode.  The  former  possibility  was  clearly  more  practicable.  In  1797 
Phineas  Bond  recommended  a  compensatory  payment  to  returning 
artisan  James  Douglas  (.sometimes  named  as  John  or  William),  a 
native  of  Dumfriesshire,  for  his  invention  of  three  labor-saving  ma¬ 
chines  ( a  cloth  shearing  frame,  a  sailcloth  powerloom,  and  a  brick¬ 
making  machine).  Douglas  had  emigrated  to  the  United  States  in 
1792  or  1793.  Ironically,  after  his  return  Douglas  was  recruited  by 
Chaptal,  Napoleon’s  Minister  of  the  Interior  and  eminent  chemist, 
and  introduced  the  latest  British  carding  and  spinning  machinery  to 
the  French  woolen  industry.  The  relevant  point  is  that  the  Board  of 
Trade  acted  on  Douglas’s  memorial  and  Bond’s  covering  letter  with 
a  surprising  recommendation  to  the  Treasury:  that  Douglas  be  re¬ 
warded  not  for  his  inventions,  but  “for  his  expences  in  returning  to 
this  country,  by  the  reco’  unendation  of  His  Majesty’s  Minister  and 
Consul  at  Philadelphia.” 

B.T.  5/21,  pp.  221,  275,  364. 

2!i  Henderson,  Britain  and  Industrial  Europe,  30—31;  G.B.,  Pari.  Papers  (Commons),  1841 
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Twice  again  this  kind  of  waiving  of  the  law  was  considered  by  the 
Board  of  Trade.  A  fortnight  before  the  Treaty  of  Amiens  was  signed 
on  March  27,  1802,  a  number  of  letters  from  Continental  sources 
indicating  the  activities  of  English  mechanics  in  Germany  and  the 
Low  Countries  prompted  the  Board  to  recommend  that  a  bill  be 
proposed  to  Parliament  offering  amnesty  to  returning  workers.  Arti¬ 
sans  availing  themselves  of  the  amnesty  would  escape  the  penalties 
of  the  prohibitory  law  5  Geo.  1,  c.  27  and  the  Traitorous  Corre¬ 
spondence  Act,  33  Geo.  3,  c.  27,  provided  they  came  back  within  a 
fixed  period  and  had  not  emigrated  for  treasonable  or  criminal  pur¬ 
poses.  At  the  same  time  the  Board  advised  the  Foreign  Secretary  to 
initiate  the  process  of  artisan  re-emigration.  British  ministers  and 
consuls,  having  located  British  manufacturers  and  artificers  in  their 
districts,  were  to  be  instructed  “to  warn  such  Artificers  to  return  into 
this  Kingdom  within  six  months  according  to  the  provisions  of  the 
said  Act  of  5  Geo.  1  cap.  27.”  To  facilitate  the  exiles’  return,  the 
Postmaster  General  was  to  instruct  masters  of  Post  Office  packets  to 
grant  any  artificers  holding  consular  certificates  (of  evidence  of 
identity)  a  free  passage  to  Britain.  Presumably  this  amnesty  scheme 
derived  from  the  impending  reopening  of  the  Gontinent  under  the 
Amiens  Treaty.  The  proposed  bill  never  reached  the  statute  book. 
And  though  the  instructions  went  to  the  Postmaster  General,  it  is 
difficult  to  see  how  he  could  carry  them  through  without  the  com¬ 
plementary  act  of  Parliament.  Still,  the  Board  did  not  abandon  the 
possibilities  of  attracting  artisans  back  to  Britain.  In  September  1805 
it  considered  John  Rae’s  report  on  the  activities  of  British  artificers 
in  developing  the  cotton  manufacturers  of  Austria  and  his  plan  to 
offer  financial  inducements  to  these  machine  builders  and  manufac¬ 
turers  to  return  home.  But  again,  the  proposals  produced  no  re¬ 
sponse  because  two  months  later,  after  the  battles  of  Ulm  and  Aus- 
terlitz,  Napoleon  for  the  third  time  in  ten  years  overran  Austria  and 
removed  her  from  the  Third  Goalition.  Nevertheless  in  1824  Sir 
Gharles  Stuart  was  reported  to  have  sent  many  artisans  back  to 
England  from  the  Gontinent,  paying  their  fares  for  them.®' 

If  re-emigration  could  not  be  induced  by  this  method,  the  only 
alternative  was  to  strengthen  the  sanctions  against  remaining  in  a 
foreign  country.  Loss  of  citizenship  could  be  a  serious  matter,  espe¬ 
cially  for  those  who  migrated  to  Europe.  As  the  1793  proclamation 

(201),  VII,  “First  Report  from  the  Select  Committee  Appointed  to  Inquire  into  the  Operation 
of  the  Existing  Laws  Affecting  the  Export  of  Machinery,”  64.  B.T.  5/10,  pp.  427-429.  B.T. 
1/15,  ff.  120-126. 

30  B.T.  5/13,  pp.  62-65;  15,  pp.  292-293,  322.  G.B.,  Pari.  Papers  (Commons)  1824  (51 ), 
V,  581. 
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reminded  seamen,  if  they  lost  their  British  nationality  and  fell  into 
the  hands  of  Algerine  corsairs  or  Turks,  they  would  not  be  “re¬ 
claimed”  as  British  subjects.  But  only  if  the  migrant  happened  to 
be  captured  while  crossing  the  Mediterranean  or  while  in  the  East¬ 
ern  Atlantic  when  the  Straits  of  Gibraltar  were  open  to  Algerian 
cruisers,  was  this  a  remotely  likely,  and  very  unpleasant,  fate.  The 
fortunes  of  war  (as  the  foundation  of  a  royal  woolen  factory  at 
Seville  in  1781  by  English  prisoners  of  war  illustrates )  increased  the 
possibility  of  this  sort  of  eventuality.  Rae  believed  that  if  refusal  to 
return  home  was  elevated  to  a  felonious  offence  some  emigrants 
would  come  back  from  Europe,®' 

Migration  to  the  United  States  was  not  susceptible  to  this  kind  of 
penalty.  British  immigrants  could  become  naturalized  Americans 
even  though  this  required  five  years’  residence,  after  Jefferson  se¬ 
cured  repeal  of  the  Federalists’  Naturalization  Act  of  1798.  About 
this  the  British  government  could  do  little,  until  war  broke  out  in  1812 
and  erstwhile  British  citizens  served  on  the  American  side.  With  its 
forces  invading  America,  the  British  government  was  in  a  position 
to  flush  out  Britons  who  had  become  naturalized  Americans,  espe¬ 
cially  since  British  law  at  this  time  generally  rejected  foreign  natural¬ 
izations  and  recognized  only  “natural  Allegiance”  or  citizenship  en¬ 
dowed  by  birth.  Thus  the  royal  proclamation  of  July  23,  1814  gave 
British  citizens  serving  in  the  American  forces  four  months  to  with¬ 
draw  or  else  be  deemed  guilty  of  high  treason,  which  no  doubt  tested 
the  motivations  and  adaptation  of  some  immigrant  workers.®* 


Prohibiting  the  Export  of  Machines 

The  ease  with  which  Continental  and,  despite  the  greater  distance 
involved,  American  manufacturers  could  obtain  British  machinery 
is  well  known.  Until  the  1820s,  during  this  early  non-verbal  period 
before  the  new  skills  and  designs  were  reduced  to  writing  and  draw¬ 
ings,  the  role  of  the  artisan  in  the  diffusion  of  technology  seems  to 
have  been  more  important  than  that  of  machines,  models,  or  speci¬ 
fications.  Even  so  there  was  a  sizeable  traffic  of  undetermined  vol¬ 
ume  in  the  export  of  tools,  machinery,  parts,  and  plans.  In  1794  the 
Wiltshire  clothier,  Henry  Wanse>’,  found  all  the  most  up-to-date 
British  cotton  and  woolen  equipment  in  operation  in  the  United 

31  P.C.  2/137,  pp.  468—470.  H  G.  Barnby,  The  Prisoners  of  Altiicrs.  An  Account  of  the 
Forgotten  Amcrican-Algerian  War,  1785-1797  (London,  1966),  I03-I06.  J.  Clayburn  La 
Force,  “TechnoloRical  Diffusion  in  the  1 8th  Century;  the  Spani.sh  Textile  Industry,”  Tech¬ 
nology  and  Culture,  V  (Summer,  1964),  330. 

33  P.C.  2/196,  pp.  36-38. 
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States.  Much  was  surely  constructed  in  America,  but  some  vital 
components,  drawings,  and  specifications  were  clearly  smuggled 
from  Britain.  Likewise  the  Continental  industries  obtained  Britain’s 
new  technologies.  At  first,  equipment  was  mostly  accompanied  by 
artisans.  When  overseas  reservoirs  of  skill  had  developed,  the  for¬ 
eign  demand  for  British  machinery  could  be  sustained  by  three  fac¬ 
tors:  (1)  its  cost  competitiveness,  for  even  with  the  charges  involved 
in  smuggling,  British  equipment  could  be  cheaper  than  foreign-built 
machinery;  (2)  its  superior  construction,  though  the  durable  con¬ 
struction  of  British-built  machines  could  retard  innovation;  and  (3) 
in  many  cases,  its  improved  or  new  design.  The  continuing  move¬ 
ment  of  British  machinery  abroad  was  readily  acknowledged  when 
the  Parliamentary  Committee  investigated  the  problem  in  1824.’'’ 

The  Board  of  Trade  minutes  show  that  the  first  report  of  unlawful 
machinery  exports  was  made  in  1799.  Then  the  Home  Secretary  re¬ 
layed  to  the  Board  a  memorial  from  “The  Committee  of  Merchants 
and  Manufacturers  of  Manchester  and  the  neighbourhood  for  the 
general  protection  of  trade”  complaining  that  its  unrestricted  export 
to  Ireland  allowed  British  machinery  to  be  conveyed  to  foreign 
rivals.  The  problem  was  solved  administratively,  if  not  in  reality, 
by  the  Act  of  Union  the  next  year.  In  1807  the  same  body  of  Man¬ 
chester  merchants  and  manufacturers  notified  the  Board  of  the  im¬ 
pending  arrival  of  Charles  Baird  on  a  machine-collecting  assignment 
for  the  Russian  government.  That  year  Customs  reported  its  first 
seizure  of  illegally  exported  machinery,  though  significant  quantities 
were  escaping  undetected  through  the  Customs  net.  The  central 
government  seems  to  have  been  apprised  of  only  a  fraction  of  the 
leakage.®^ 

Whereas  before  1807  there  was  only  one  report  of  unlawful  ma¬ 
chinery  e.xports,  between  1807  and  1811  a  handful  of  complaints 
came  to  the  Board  about  workers  emigrating  and  taking  their  tools 
with  them  to  the  United  States  —  London  goldbeaters,  Birmingham 
arms  makers,  and  a  Bristol  textile  machinery  maker.  This  was  the 
period  of  the  Embargo  that  hurt  America’s  foreign  trade  but  diverted 
capital  and  labor  into  the  manufacturing  sector  of  the  economy.  New 
industrial  opportunities  in  America  naturally  offered  fresh  migra- 
tional  “pulls.”  It  was  also  the  period  of  Napoleon’s  Continental  sys¬ 
tem,  which  theoretically  closed  Europe  to  British  trade  and  traflBc. 


33  Oavid  J.  Jeremy,  ed.,  Henry  Wamey  and  His  American  Journal,  1794  (Philadelphia. 
1970),  passim;  idem,  ‘'British  Textile  Technology  Transmission  to  the  United  States,”  24—52. 
Henderson,  Britain  and  Industrial  Europe,  passim.  G.B.,  Pari.  Papers  (Commons),  1824  (51), 
V,  1,2,  3,  6,  9,  10,  13,  36,  for  example. 

34  B.T.  5/11  pp.  367-368;  17.  pp.  277,  302-303. 
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After  Waterloo  the  two  or  three  complaints  about  unlawful  export 
of  machinery  concerned  Italy  and  France:  a  consignment  of  paper¬ 
making  and  cotton-stocking  machinery  reached  Naples  in  1816,  and 
in  1819  English  manufacturers  were  sending  models  of  machinery 
to  France.  ’’ 

As  with  artisan  emigration,  reports  on  the  export  of  machinery 
reached  the  Board  of  Trade  through  the  Consular  system,  and  do- 
■  mestically  through  informers.  Customs,  and  manufacturers  or  mas¬ 
ters.  Anonymous  tip-offs  were  an  important  source  of  “counter¬ 
intelligence.”  One  informer,  identifying  himself  as  “Bill,”  in  1822 
submitted  a  memorial  that  detailed  a  smuggling  route  to  the  Con¬ 
tinent:  “the  means  practiced  for  conveying  off  machinery  is  by  con¬ 
cealing  it  in  different  Packages  and  sending  them  to  Rye  and  other 
places  from  whence  they  are  taken  to  the  Continent  by  Fishermen.” 
When,  in  1824,  leading  Custom  officers  had  the  opportunity  to  sum¬ 
marize  their  experience  of  the  problem,  they  observed  that  they  had 
insufficient  staff  for  searching;  that  wharf  facilities  for  unpacking 
and  inspecting  items  for  export  were  usually  lacking;  that  large 
cargoes  could  not  be  closely  examined;  and  that,  when  parts  of 
different  machines  were  mixed  up  and  packed  together,  it  was  im¬ 
possible  for  Customs  searchers  to  identify  the  original  equipment. 
Manufacturers,  on  the  other  hand,  when  complaining  to  the  Board 
of  Trade,  assumed  that  the  leakage  of  hardware  was  capable  of 
being  stopped,  and  that  an  arrest  could  be  made  simply  by  notify¬ 
ing  a  magistrate  of  a  suspected  intention  to  export,  but  this  the  law 
did  not  allow.  Trade  associations  at  Manchester  in  1783  and  Bir¬ 
mingham  in  1799  expressed  strong  feelings  for  the  more  effective  en¬ 
forcement  of  the  prohibitions  on  machinery  export.  The  1806  Report 
of  the  Parliamentary  Committee  on  the  Woolen  Manufacture,  re¬ 
flecting  for  the  most  part  the  opinions  of  the  Yorkshire  manufac¬ 
turers,  likewise  expressed  a  protectionist  verdict  on  the  laws,  as 
being  “founded  in  .sound  policy.”^”  But,  in  spite  of  manufacturer.s’ 
and  Customs’  complaints,  the  Board  shied  away  from  tougher  statu¬ 
tory  measures.  Instead  it  simply  urged  Customs  officers  to  greater 
vigilance,  and  the  Board  and  the  Privy  Council  allowed  a  series  of 
relaxations  of  enforcement,  some  serving  the  manufacturing  interest. 

a-'B-T.  5/18,  pp.  138,  159,  160,  205;  21,  pp.  70-71,  364;  25,  p.  153;  28,  p.  136. 

B.T.  1/169,  bundle  26.  G.B.  Pari.  Papers  (Commons),  1824  (51),  V,  49-59.  Hedlord, 
ed.,  Manchc.ster  Merchants,  7,  67-68.  G.B.,  Pari.  Papers  (Commons),  1806  (268),  III,  ‘‘Min- 
iile.s  ol  Evidentc  Taken  before  the  Committee  Appointed  to  Consider  the  State  of  the  Woollen 
Manufacture,"  4-5;  Julia  de  L.  Mann,  The  Cloth  Industry  in  the  West  of  England  from 
1640  to  18H0  (Oxford,  1971),  147. 
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Introductioxs  of  Exemptions 


Simple  pre-inchistrial  “tools  and  implements  of  a  plain  and  simple 
construction”  were  virtually  removed  from  tlie  terms  of  the  prohibi¬ 
tory  laws  in  1785.  Under  this  principle  the  Privy  Council  permitted 
the  export  of  implements  for  the  construction  of  canals  to  Sweden 
(1809)  and,  in  1811,  allowed  Messrs.  Burley  &  Co.  to  de.spatch  “a 
spinning  wheel  made  of  mahogany,  ebony  &c”  to  Malta,  “the  said 
wheel  being  intended  to  be  sent  to  Egypt  as  a  present  to  a  female 
at  Cairo.”  Similarly  the  Board  of  Trade  allowed  the  export  of  farm¬ 
ing  utensils  ( including  hemp  implements  and  a  threshing  machine ) 
to  Quebec  (180.5)  and  permitted  a  wife  in  England  to  send  cutlery 
tools  to  her  husband  in  Canada  ( 1819 ) .  Perhaps  it  was  under  the 
same  principle  that  the  export  of  hand  calico  printing  blocks  to 
Calcutta  was  permitted  in  1824.'^’ 

The  second  protectionist  exemption,  established  in  1797,  was  in 
the  case  of  eipiipment  used  to  process  raw  materials  needed  for  the 
British  cotton  manufactures.  The  Privy  Council  pronounced  that  the 
prohibitory  laws  “[were]  not  intended  to  prevent  the  exportation  of 
machines  [in  this  case  cotton  packing  presses],  the  object  of  which 
is  to  facilitate  &  increase  the  importation  of  the  raw  material  into 
this  Kingdom.”  Between  1797  and  1806  the  Privy  Council  passed  five 
applications  to  export  cotton  packing  or  bailing  presses,  to  the  VW’st 
Indies,  the  United  States,  the  East  Indies,  and  India.  The  Board  of 
Trade  passed  four  more  between  1814  and  1824,  to  Surinam  and 
Egypt,  among  other  places.  Because  of  this  economically  prudent 
policy,  mechanized  cotton  packaging  opened  the  distribution  bottle¬ 
neck  between  Whitney’s  recently-patented  American  cotton  gin 
(1794)  at  the  harvesting  level  and  the  new  manufacturing  tech¬ 
nology  at  the  processing  stages. 

Under  the  1797  decision  the  Privy  Council  made  other  exceptions, 
releasing  a  skin-packing  press  to  Philadelphia  in  1801,  a  cotton  gin 
to  New  Orleans  in  1806,  and  a  wool  press  to  Lisbon  in  1810.  The 
Board,  most  active  after  the  French  Wars,  passed  a  wool  press  to 
Bilbao,  a  cotton  gin  to  Valparaiso  or  Lima,  and  four  almond  presses 
to  Bengal.  Primary  processing  equipment  could  also  support  tradi¬ 
tional  handicraft  manufactures  in  the  colonies,  and  possibly  this  ex¬ 
plains  why  cotton  printing  machinery  went  to  India  under  license.'*'* 

37  p.c.  2/130,  p.  313;  184,  p.  31;  218  (for  Oct.  5,  1811).  B.T.  5/15,  p.  282;  28,  p.  143; 
32,  pp.  152,  342. 

3S"  The  sources  for  the  preceding  two  paragraphs  are  P.C.  2/147,  pp.  572-573;  148,  pp. 

EMIGRATION  OF  BRITISH  TECHNOLOGY  15 


Another  exceptional  case  was  created  when  the  Board  of  Trade 
in  1797  advised  the  Treasury  on  the  export  of  steel  rollers  for  the 
U.S.  Mint  at  Philadelphia.  Since  mint  machinery  would  not  com¬ 
pete  with  British  manufactures,  the  Board  urged  the  Treasury  to 
allow  its  export.  This  led  to  further  exports  of  mint  machinery, 
mostly  Matthew  Boulton’s,  to  Russia  (confirmed  by  act  of  Parlia¬ 
ment  in  1799),  Denmark  (1804),  and  America  again  (1816).“” 

The  last  excepted  type  of  equipment  was  the  steam  engine.  In 
1786  the  Privy  Council  refused  to  prevent  three  “Fire  Engines”  from 
going  to  Spain,  although  allegedly  “extremely  injurious  to  the  cop¬ 
per  mines  of  this  Kingdom,”  on  the  grounds  that  Parliament  alone 
could  prohibit  machinery  exports  not  covered  by  the  law.  Other 
permissions  followed.  Under  Privy  Council  license  Hugh  and  Robert 
Baird  sent  two  to  St.  Petersburg  in  1802;  Robert  Francis  shipped 
one  to  New  York  in  1805;  Baron  Henry  de  Bode  despatched  three 
more  to  St.  Petersburg  in  1806;  Messrs.  Mann  &  Barnard  exported 
a  14  h.p.  one  to  New  Orleans  to  drive  a  saw  mill  in  1806;  and  two 
more  went  to  Lima  in  1814  and  1816.  Numbers  were  regularly  ex¬ 
ported  by  Boulton  &  Watt  during  the  French  Wars.  Thereafter  the 
Board  of  Trade  licensed  three  for  export  to  Germany  and  Austria.^” 
By  the  early  1820s  imperial  preference  was  the  other  ground  on 
which  central  government  allowed  exemptions  from  the  prohibi¬ 
tions.  Whereas  Customs  were  ordered  to  seize  iron-working  rollers 
destined  for  France,  Alexander  Galloway  was  licensed  to  export 
copper-working  rollers  to  Egypt,  and  Peter  Fary  was  even  permitted 
“to  carry  machinery  for  spinning  stocking  worsted  to  Van  Dieman’s 
Land”  ( Tasmania ) .  “ 

In  the  most  significant  area  of  machine  designs,  government  found 
it  quite  impossible  to  apply  the  letter  of  the  law.  First  laid  under 
the  prohibitions  in  1781,  machine  plans  became  increasingly  avail¬ 
able  to  foreigners  by  three  routes.  Of  private  communications,  we 
have  only  traces  of  foreign  visitors  and  little  idea  of  the  extent  to 
which  technology  transfer  occurred  through  correspondence.  Pub¬ 
lished  drawings  and  sketchy  specifications  came  with  the  appear¬ 
ance  of  Rees’  Cyclopaedia  (45  vols.,  London,  1802-1820)  and  oper¬ 
ating  rules  with  Montgomery’s  Carding  and  Spinning'  Masters  As¬ 
sistant  (Glasgow,  1832).^-  Censorship  could  check  the  publication 

432-433;  153,  pp.  529,  539;  158,  p.  112;  170,  pp.  70-71;  189,  p.  205.  B.T.  5/11  pp. 
210-212;  22,  p.  449;  25,  p.  378;  26,  pp.  10,  260;  29,  p.  80;  32,  p.  15;  33,  p.  43. 

•t!'  B.T.  5/10,  pp.  435-438;  11,  pp.  3-7;  14,  p.  165;  25,  p.  25.  39  Geo.  3,  c.  96  ( 1799). 

4"  P.C.  2/131,  p.  528;  161,  p.  112;  167,  p.  178;  169,  p.  629;  170,  pp.  70-71;  173,  p.  233; 
174,  p.  252;  205,  pp.  420^21.  B.T.  5/24,  p.  155;  25,  pp.  24-25,  337. 

41  B.T.  5/29,  p.  304;  32,  pp.  2,  15,  345-346;  33,  pp.  24-25,  30. 

42  Jeremy,  “British  Textile  TechnoloRy  Transmission  to  the  United  States,”  37-42. 
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of  technical  information,  but  this  the  government  left  to  the  discre¬ 
tion  of  individual  authors.  Patents  of  invention,  the  third  source  of 
machine  plans  for  foreigners,  offered  government  its  greatest  oppor¬ 
tunity  to  enforce  the  law  on  machine  designs.  But  secret  patents, 
not  uncommon  in  contemporary  France,  were  scarcely  allowed  in 
Britain.  Of  the  5,000  patents  enrolled  before  1824,  only  two  were 
secret,  i.e.  placed  under  covers,  sealed  and  lodged  with  the  Lord 
Chancellor  “in  order  to  prevent  the  invention  getting  to  foreign 
countries,”  a  procedure  involving  statutory  approval.'*'*  Ironically, 
both  patents,  for  textile  processes,  turned  out  to  be  technological 
failures.  Instead,  British  patents  were  loosely  guarded  from  prying 
foreigners  by  a  chaotic  search  system  evolved  over  centuries  of  ac¬ 
cretion  in  patent  procedures.  This  was  supplemented  by  the  in¬ 
adequacy  of  published  patents,  which  were  often  abridged  and 
haphazardly  chosen  for  inclusion  in  trade  journals,  where  only  a 
quarter  of  the  enrolled  patents  could  be  found.  But  all  this  would 
not  prove  insuperable  to  the  persistent  investigator,  who,  at  the  cost 
of  time  and  money,  could  legally  obtain  accurate  copies  of  any 
British  patent,  copies  which  might  then  go  abroad. 

Only  twice,  between  1785  and  1824,  did  the  Board  of  Trade  rec¬ 
ommend  any  statutory  alteration  of  the  prohibitions  on  machinery 
exports.  In  1785-1786  it  heeded  the  pleas  of  wool  card  manufac¬ 
turers  from  Booking  and  Colchester  in  Essex  and  Southwark,  Lon¬ 
don,  for  permission  to  export  their  products  to  the  United  States. 
They  argued  that  Dutch  cards  rivalled  English  ones,  that  hogsheads 
of  Irish  cards  were  going  to  America,  and  that  Americans  had  John 
Kay’s  card-clothing  engines  at  Boston,  leaving  only  middle  and 
southern  American  markets  to  Britain.  They  further  maintained  that 
the  inferior  cards  that  the  British  exported,  with  teeth  loosely  set  in 
thin  leather,  were  suitable  merely  for  coarse  wool,  and  that  the 
prohibition  on  exports  was  causing  unemployment  among  poor  fam¬ 
ilies  in  England’s  textile  districts.  Following  the  Board’s  recom¬ 
mendation,  Parliament  passed  an  amending  act  allowing  the  export 
of  coarse  wool  cards  to  the  United  States.^^  The  other  occasion  when 
the  Board  expressed  willingness  to  change  the  law  came  in  1798  over 
the  export  of  primary  processing  machinery,  as  noted  above. 

Though  the  Board  made  limited  efforts  to  enforce  the  prohibitory 
laws  down  to  about  1807,  after  that  date  it  simply  recorded  its  in- 

For  the  operation  of  the  early— nineteenth-eentnrj’  patent  system,  see  C.B.,  Pari.  Papers 
(Commons),  1829  (332),  III,  “Reports  from  the  Select  Committee  on  the  Law  Relative  to 
Patents  for  Invention.”  Censorship  of  technical  inihlieations  and  the  role  of  the  British  patent 
system  in  the  process  of  technology  transfer  will  be  considered  in  more  detail  in  my  forth¬ 
coming  doctoral  thesis. 

B.T.  5/2,  pp.  290,  296,  300-305.  P.C.  2/130,  pp.  278,  309-314. 
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ability  to  halt  the  emigration  of  artisans  and  the  export  of  machin¬ 
ery.  Finally,  in  1820  the  Privy  Council  suspended  its  1795  wartime 
Order-in-Council,  which  was  cited  by  the  Board  as  late  as  1818  and 
used  by  Customs  until  early  in  1821.*’  It  seems  to  have  been  this 
administrative  impracticability  in  applying  the  laws  that  spurred 
the  changes  of  the  1820s. 


II.  Libehalizixg  Amendments  of  1824  and  1825 

All  restrictions  on  artisan  emigration  were  lifted  in  1824,  and  the 
following  year  the  prohibitions  on  machinery  exports  were  consoli¬ 
dated  and  placed  under  a  licensing  system  that  allowed  .some  relaxa¬ 
tions.  These  changes  came  in  the  period  of  economic  liberalism 
associated  with  Lord  Liverpool’s  enlightened  Tory  government  of 
1822-1827  and  in  the  years  of  expanding  trade,  1823-1825. 

Initiatives  for  the  political  assault  on  the  prohibitory  laws  origin¬ 
ated  with  two  iirominent  free  traders,  the  Ricardian  economist  J.  R. 
McCulloch,  and  the  Radical  M.P.,  Joseph  Hume.  In  the  Edinhiir^Ji 
Review  early  in  1824,  McCulloch  ended  a  long  essay  against  the 
Combination  Laws  (which  in  the  1823  session  of  Parliament  the 
Radicals  were  planning  to  repeal)  with  condemnation  of  the  re¬ 
straints  on  emigration:  all  the  great  jurists  pronounced  them  unjust; 
in  a  prospering  economy  they  were  unnecessary;  in  declining  trades 
they  prevented  the  relief  of  imemplovment;  they  were  unenforce¬ 
able;  and  they  deterred  only  the  “poor  and  ill-educated  class  of  arti¬ 
ficers”  from  flocking  to  the  United  States,  rather  than  the  most 
skilled  artisans.  Regarding  machinery  export  restrictions,  he  con¬ 
tended  that  these  too  were  unenforceable;  that  they  undermined  the 
principles  behind  Britain’s  industrial  growth;  and  that  they  spurred 
the  construction  of  foreign  machine  shops."* 

Less  than  a  month  after  McCidloch’s  article  appeared,  Hume 
moved  the  appointment  of  a  House  of  Commons  Select  Committee 
to  investigate  artisan  emigration,  machinery  exports,  and  the  com¬ 
bination  laws.  William  Huskisson,  President  of  the  Board  of  Trade, 
spoke  in  his  support.  Both  M.P.s  unreservedly  urged  the  removal  of 
all  prohibitions  on  the  emigration  of  workers.  Additionally,  Hume 
pointed  out  that  Parliament  itself  had,  in  attempting  to  reduce  un¬ 
employment  and  spiralling  poor-law  rates,  promoted  emigration 

B.T.  5/17,  p.  277;  19,  p.  64;  26,  p.  419;  27,  p.  337.  P.C.  2/202,  p.  3.  Enalish  Ciisfonis 
Board,  Gcm  ral  Orders  or  Letters,  vol.  2  (  1814-1823),  991-992. 

Etlinburiih  Review  39  (1823-1824),  no.  78  (January,  1824),  315-345.  For  McCul¬ 
loch’s  authorship,  see  Grah;»m  Wallas,  The  Life  of  Francis  Place,  1771-1854  (4th  ed.,  Lon¬ 
don,  1925),  208. 
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schemes  to  the  Cape  and  Canada.  On  machinery  export,  both  Hume 
and  Iluskisson  were  more  cautious.  The  law  was  inoperable,  how¬ 
ever,  and  if  smuggling  was  enabling  foreign  rivals  to  construct  their 
own  manufacturing  equipment,  the  British  machine-making  industry 
ought  to  be  impeded  no  longer.  Even  so,  Ilume  felt  that  the  indus¬ 
try  needed  the  encouragement  of  free  export  because  it  was  hobbled 
by  a  patent  system  that  allowed  the  piracies  of  foreign  rivals.^^ 

These  views  may  be  compared  with  those  of  the  machine  makers, 
manufacturers,  and  Customs  officials  who  gave  evidence  before 
Hume’s  Select  Committee  between  February  17  and  May  20,  1824. 
Over  the  question  of  artisan  emigration,  witnesses  from  the  textile 
industry,  in  contrast  to  the  solidly  protectionist  iron  masters,  were 
divided.  Those  opposed  feared  the  loss  of  technical  secrets,  a  short¬ 
age  of  skilled  workers,  or  the  development  of  foreign  competition. 
In  the  opinion  of  Thomas  Ashton  (a  spinner  and  manufacturer  in 
the  Manchester  area),  only  “rambling  mechanics;  no  steady  men, 
but  loose  sort  of  characters,”  and  inferior  workmen  would  resort  to 
emigration;  while  William  Fairbairn,  the  Manchester  millwright, 
thought  that  repeal  might  even  bring  some  artisans  back  to  Britain. 
These  diverging  attitudes  enabled  Hume’s  Select  Committee  to 
recommend  repeal  of  the  i^rohibition  on  artisan  emigration,  on  the 
grounds  that  the  law  was  both  unjust  and  impracticable.  Repeal 
came  on  June  21, 1824.^'* 

A  very  different  response  emerged  from  the  textile  industry  over 
the  proposed  repeal  of  the  prohibitions  on  the  export  of  machinery. 
Apart  from  the  London  machinists,  the  textile  manufacturers  and 
machine  makers  before  the  Select  Committee  all  registered  their 
strong  opposition  to  free  export,  fearing  loss  of  overseas  markets  in 
the  long  term  and,  more  immediately,  curbs  on  the  current  expan¬ 
sion  of  business  activity.  Such  resistance  prompted  Hume’s  Com¬ 
mittee  to  advise  a  further  enquiry.  It  came  in  the  following  ses.sion 
of  Parliament,  when  business  activity  was  just  beginning  to  slow 
down.  The  poor  response  to  Hume’s  appeals  for  witnesses  possibly 
reflected  the  deepening  depression.  Only  the  Birmingham  Chamber 
of  Commerce  and  the  master  cotton  spinners  of  Renfrewshire  sent 
in  evidence.  Consequently,  Hume’s  Committee  was  forced  to  rely 
on  a  reappraisal  of  the  evidence  given  in  1824  and  on  the  testimony 

Hansard  2ncl  ser.  10,  cols.  141-151  (February  12.  1824);  Adam  Smith,  An  Inquiry 
inta  the  Xaturc  and  Causes  of  the  Wealth  of  Nations,  Edwin  Cannan,  cd.  (\ew  York, 
1937),  121. 

G.B.,  Pari.  Payers  (Commons),  1824  (51),  V.  Unless  otherwise  stated,  this  section  is 
based  on  these  six  reports  on  the  export  of  maehin«-ry,  emiKration  of  artisans  and  on  trades 
unions;  and  on  the  1825  report  on  the  export  of  machinery,  G.B.,  Pari.  Payers  (Commons), 
1825  (504).  Musson,  ‘“Manchester  School’,”  p.  24.  5  Geo.  4,  c.  97  ( 1824). 
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of  four  London  engineers  (John  Martineau,  Timothy  Bramah,  Henry 
Maudslay,  and  Alexander  Galloway),  together  with  an  assessment 
of  the  pertinent  statutes.  When  the  Report  on  the  Export  of  Machin¬ 
ery  finally  appeared  on  June  30,  1825,  the  Privy  Council’s  continued 
discretionary  control  over  the  export  of  tools  and  machinery  was 
recommended.  Hume  fought  for  his  bill  another  eighteen  months, 
but  eventually  gave  way  to  the  manufacturers’  protectionist  senti¬ 
ments.^" 

As  Joseph  Hume  argued  in  1825,  free  emigration  made  nonsense 
of  the  restraints  on  machinery  exports.  How  can  we  explain  the  in¬ 
congruity  arising  from  repealing  the  prohibitions  on  the  live  instru¬ 
ments  of  trade  while  preserving  those  covering  the  dead  instruments? 
Obviously  many  more  people  were  immediately  affected  by  emigra¬ 
tion  restraints  than  by  the  machinery  export  prohibitions,  and  the 
former  were  more  difficult  to  enforce.  Public  opinion  had  long  re¬ 
garded  freedom  to  travel  as  one  of  the  free  bom  Englishman’s 
rights,  a  feeling  reinforced  by  Adam  Smith,  Thomas  Paine,  and  the 
French  Revolution.’’"  All  of  these  points  help  to  account  for  the  free¬ 
ing  of  emigration  in  the  liberal  climate  of  1824. 

A  change  in  the  economic  and  political  climate  strengthened  the 
protectionists’  hand  in  1825-1826.  Depression  led  the  Manchester 
machine  makers  to  secede  from  their  alliance  with  the  manufacturers 
who  used  their  machinery,  since  free  machinery  exports  would  allow 
them  to  accept  £20,000  worth  of  foreign  orders.  But  jobs  for  ma¬ 
chine  makers  now  meant  unemployment  for  manufacturers,  and 
politically  the  manufacturers  held  the  whip  hand:  the  government 
dared  not  risk  alienating  wealthy  new  industrialists  or  aggravating 
the  threat  to  law  and  order  posed  by  rising  unemployment  in  their 
segment  of  the  labor  force."'  Economic  depression  may  account  for 
the  postponement  of  repeal  of  machinery  export  prohibitions,  but  it 
does  not  explain  the  manufacturers’  long-term  faith  in  the  practic¬ 
ability  of  the  machinery  prohibitions  despite,  and  concurrent  with, 
free  artisan  emigration. 

The  incompatibility  of  the  policies  of  free  emigration  on  one  hand 
and  restriction  of  machinery  exports  on  the  other  reflects  differing 
assumptions  about  the  locus  of  technology.  Protectionists  based  their 
views  on  Manchester  machine-making  practices.  Here  the  division 
of  labor  was  reaching  levels  unknown  before,  particularly  in  the 


Hansard  2nd  sei.  15,  cols.  908-911  (May  5,  1826),  1118-1122  (May  11,  1826); 
16,  cols.  291-298  (December  6,  1826). 

Hansard  2nd  ser.  12,  col.  652  (February  24,  1825);  Smith,  Wealth  of  Nations,  625; 
E.  P.  Thompson,  The  Making  of  the  English  Working  Class  (London,  1963),  Chap.  4. 

51  See  sources  in  note  49. 
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handicraft  arts  of  turning  and  filing.  Consequently,  specialization 
was  diffusing  traditional  skills  over  a  multitude  of  sub-trades,  at  least 
six  of  which,  for  example,  were  required  to  make  a  spinning  frame. 
Now  the  international  movement  of  machine-building  initially  re¬ 
quired  the  emigration  of  teams  of  skilled  artisans,  in  place  of  indi¬ 
vidual  craftsmen.  Since  workers  emigrated  singly  or  in  family  groups, 
free  artisan  emigration  seemed  unlike!)'  to  represent  a  leakage  of 
technology. 

Hume  and  the  free  traders,  drawing  upon  London’s  machine- 
building  experience,  arrived  at  the  opposite  conclusion.  In  the  first 
two  decades  of  the  nineteenth  century  Henry  Maudslay  and  his 
pupils  had  wrought  a  machine-making  revolution  in  the  London  area. 
Their  metal-cutting  tools  —  screw  cutters,  planes,  and  lathes  —  per¬ 
mitted  a  precision  in  metal  working  that  could  hardly  be  matched 
by  the  most  skilled  hand  craftsman.  The  new  machines  dispensed 
with  the  need  for  highly-developed  skills  and  also  facilitated  accurate 
copying  of  machinery  from  models,  specifications,  or  drawings.  As 
Alexander  Galloway  testified  in  1824,  metal-framed  cotton  machines 
were  as  well  built  in  Paris  as  in  Manchester;  the  only  difference  was 
their  price.'’* 

Some  Manchester  machine  makers,  like  Sharp,  Roberts  &  Co.,  were 
operating  the  new  machine  tools  in  the  1820s,  but  northern  manu¬ 
facturers  seem  to  have  been  unaware  of  this,  assuming  that  the  locus 
of  technology  still  resided  in  teams  of  specialized  craftsmen.  In  fact 
it  had  shifted  from  men  to  machines,  and  the  manufacturers’  imposi* 
tion  of  regulated  protection  between  1825  and  1843,  based  upon  the 
Board  of  Trade’s  licensing  system,  became  a  vain  effort  to  shut  the 
stable  door  after  the  horse  had  bolted. 

HI.  Period  of  DiscRE'noNARY  Limitation  of  Machinery 
Exforts,  1825-1843 

In  February  1825,  four  months  before  the  Select  Committee  pub¬ 
lished  its  Report  on  the  Export  of  Machinery,  Board  President  Wil¬ 
liam  Huskisson  admitted  to  the  Commons  that  he  had  assumed 
discretionary  powers  and  was  allowing  some  prohibited  machinery, 
such  as  hydraulic  presses,  to  be  e.xported.  After  a  Commons  debate 
on  the  subject  in  mid-June,  it  was  agreed  that  the  Board  of  Trade 

52  Besides  the  evidence  in  the  1824  (p.  17  for  Galloway’s  comment)  and  1825  reports, 
sec  L.  T.  C.  Rolt,  Tools  for  the  Job.  A  Short  History  of  Machine  Tools  (London,  1965),  83— 
121,  for  a  general  survey  of  the  machine  tool  revolution.  A.  E.  Miisson  and  Eric  Robinson, 
Science  and  Technology  in  the  Industrial  Revolution  (Manchester,  1969),  459—509,  deal  with 
Manchester  developments.  Also  Thompson,  Making  of  the  English  Working  Class,  245-246. 
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should  exercise  this  kind  of  control.  No  statutory  power  was  ever 
conferred  on  the  Board;  instead,  the  Customs  Regulation  Act  of  1825 
consolidated  and  continued  all  the  earlier  prohibitions  on  the  export 
of  machinery.  They  were  renewed  in  1833  and  finally  repealed  in 
1843.  During  this  period  the  Board  advised  the  Treasury  on  applica¬ 
tions  for  machinery  export  licenses  “under  the  general  power  of  the 
Lord  High  Treasurer,”  but  Iluskisson  apparently  never  received  an 
increased  staff  to  cope  with  the  flood  of  applications  that  he 
expected.’’'* 

Under  the  new  system  an  exporter  petitioned  the  Board  of  Trade, 
disclosing  the  nature  and  \  alue  of  his  machinery,  its  port  of  shipment, 
and  destination.  If  the  Board  believed  that  the  machinery  came  under 
the  prohibitions  but  might  be  exported,  it  wrote  to  the  Treasury 
recommending  a  license.  The  Treasury  then  informed  Customs  at 
the  port  of  exit,  and  the  exporter  learned  of  the  license  by  contacting 
Customs  there.  The  license,  which  was  valid  for  twelve  months,  cost 
two  guineas.  If  the  Board  did  not  decide  to  permit  export,  it  simply 
notified  the  exporter  and  the  case  was  closed. 

Short  of  staff,  the  Board  developed  several  tactics  in  doubtful  cases 
to  transfer  the  burdens  of  investigation  and  even  of  decision  to  other 
parties.  It  placed  the  burden  of  proof  upon  the  applicant  that  his 
machinery  came  under  the  1825  Act,  and  the  onus  of  detecting  inac¬ 
curate  machinery  descriptions  upon  Customs  officials,  who  also  ad¬ 
vised  the  Board  on  the  mechanical  aspects  of  identification,  relying 
on  technical  textbooks  or  the  opinions  of  professional  engineers.  On 
rare  occasions  the  Board  noted  in  its  Machinery  Books,  “left  to  Treas¬ 
ury  to  decide.” 

On  the  wharf.  Customs  men  inspected  machinery  to  verify  that 
it  corresponded  with  its  license  description.  They  made  a  record  of 
the  shipment  in  the  Customs  House  books  and  cleared  the  equipment 
or,  in  doubtful  cases,  detained  it.  In  clearly  fraudulent  cases,  officials 
seized  the  shipment  and  placed  it  in  the  King’s  warehouse.  If  the 
shipper  was  convicted  in  the  Court  of  the  Exchequer  (Common 
Pleas),  his  impounded  machinery  was  auctioned  off  and  the  pro¬ 
ceeds  paid  to  the  Crown  and  the  Custom  officers  involved.  No  other 
penalty  was  exacted. 

Occasionally  the  Treasury  issued  export  licenses  without  apparent 

y-niansard  2ncl  scr.  12,  col.  652  (Febniary  24,  1825);  13,  cols.  1136-11.38  (June  14, 
182.5).  G.B.,  Pari.  Papers  (Commons),  1841  (201),  Vll,  “First  Report  from  Select  (amiiiiittee 
Appointed  to  Incpiirc  into  the  Operation  of  the  Fxistinc’  Laws  Affeetinj;  the  Exportation  of 
Machinery,”  8.  Unless  otherwise  stated,  the  material  in  the  remainder  of  this  paper  derives 
from  this  report  and  from  its  companion,  the  Second  Report  on  the  Exportation  of  Machinery, 
Pari.  Papers  (Commons),  1841  (400),  Vll.  Precise  citations  from  the.se  major  socirces  are 
provided  only  for  verbatim  quotations. 
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reference  to  the  Board  of  Trade.  Between  1825  and  1839,  the  Board 
in  every  year  e.xcept  1826  dealt  with  more  applications  than  the 
Treasury,  but  in  1826  the  Treasury  handled  sixteen  applications 
nntonched  by  the  Board  and  in  1836,  two.  Nevertheless,  the  evidence 
suggests  that  the  Board  of  Trade  was  the  key  member  of  the  admin¬ 
istrative  triumvirate  (the  Treasury,  the  Board  of  Trade,  and  the 
Customs  Board )  responsible  for  running  the  licensing  system. 

Thk  Board  of  Trade’s  Licensing  Policy 

Under  the  licensing  system  there  were  three  broad  categories  of 
machinery:  machines  not  specified  in  the  1825  Customs  Act,  and 
therefore  freely  exportable;  machines  listed  in  the  Act  but  exportable 
under  a  Treasury  license;  and  machines  of  which  export  was  pro¬ 
hibited  by  the  Act  and  by  the  Board’s  licensing  principles.  In  a  sys¬ 
tem  that  evolved  slowly,  these  categories  were  not  always  clear-cut. 

At  the  beginning  of  the  licensing  system,  Iluskisson  tried  to  avoid 
charges  of  prejudice  by  laying  down  a  principle  to  guide  the  Board 
in  its  licensing  decisions.  Addressing  himself  to  a  petition  from  the 
Manchester  Chamber  of  Commerce,  Iluskisson  e.xplained  during  a 
debate  at  the  end  of  1826  on  one  of  Hume’s  motions  to  repeal  the 
prohibitory  laws  that  “machinery  of  great  bulk  and  much  raw 
material”  was  exportable,  but  machinery  of  modern  construction, 
depending  on  “the  ingenuity  and  excellence  of  the  mechanism,  and 
where  the  raw  material  was  trifling,”  was  prohibited.®^  John  Kennedy, 
a  leading  Manchester  cotton  spinner  and  machine  maker,  had  first 
formulated  this  principle  in  his  pamphlet  On  the  Expoiiatkm  of 
Machinery  (dated  April  6,  1824).  It  was  hardly  meaningful.  Accord¬ 
ing  to  A.  E.  Mns.son,  Kennedy  referred  to  steam  engines  and  millwork 
when  he  wrote  about  heavy  machinery.”’  But  these  had  been  export¬ 
ed  for  decades,  as  shown  above.  If,  on  the  other  hand,  the  principle 
applied  to  processing-machinery,  it  could  only  be  confusing  and 
naive.  Spinning  frames,  for  example,  were  both  heavy  and  ingenious 
in  design. 

A  different  principle  was  formulated  and  relayed  to  Customs 
collectors  by  a  General  Order  dated  November  14,  1838.  As  Deacon 
Hume  explained  in  1841,  licenses  were  withheld  for  all  textile  ma¬ 
chinery  used  in  the  first,  and  all  subsequent,  processing  stages  in 
which  the  mass  of  raw  material  was  divided  up  ready  for  .spinning. 

Hansard  2nd  svr.  16,  col.  293  (  December  6,  1826). 

Musson,  “  ‘Manchester  School*,*’  25—26. 
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The  only  exceptions  were  made  for  foreign  heads  of  state.*®  But  this 
principle  was  not  borne  out  by  the  Board  of  Trade  s  licensing  deci¬ 
sions,  for  textile  machinery  was  not  the  only  type  denied  export 
licenses  in  years  1825-1835.  Of  twelve  non-textile  applications 
denied  licenses  in  this  decade,  six  were  for  iron  rolling  equipment, 
three  were  for  machine  tools  (turning  lathes  and  teeth  cutting 
engines),  and  one  for  wire  weaving  reeds.  However  the  late  1820s 
saw  iron  rolling  and  metal-working  equipment  and  machine  tools 
passed  more  and  more  often. 

As  for  textile  machinery,  the  first  ten  years  of  the  licensing  system 
were  marked  by  numerous  violations  of  the  1838  rule.  Spinning 
wheels  went  to  Greece  in  1827;  more  spinning  apparatus  to  mission¬ 
aries  in  New  Zealand  in  1829;  cotton  spinning  machinery  to  mis¬ 
sionaries  in  Madagascar  in  1825;  flax  spinning  machinery  to  Guernsey 
in  1825  and  to  Hamburg  in  1831.  The  Ameriean  ambassador,  Albert 
Gallatin,  obtained  permission  in  1827  to  send  a  silk  tramming  ma¬ 
chine  to  the  United  States.  Mehemet  Ali  continued  to  gain  as  Egypt 
received  over  500  power  looms  from  Alexander  Galloway  in  1826  and 
1828,  and  four  drawing  frames,  320  slubbing  spindles,  580  fly  frame 
spindles  and  4800  mule  spindles  in  1835.  Some  200  power  looms  went 
to  Galcutta  in  1828,  and  handlooms  the  next  year,  to  be  followed  by 
power  loom  equipment  in  1833.  Three  jacquard  card  cutters,  though 
no  jacquard  looms,  were  exported,  as  were  weavers’  mails  in  1838 
and,  earlier,  shuttles  and  pickers  in  1830.  Marc  Isambard  Brunei  was 
allowed  to  export  his  knitting  machine  (patented  in  1816)  to  France 
in  1828,  and  the  following  year  two  stocking  frames  went  to  Upper 
Canada.  Brunei’s  “tricoteur”  was  released  on  the  grounds  that  it  was 
a  French  invention  that  had  not  proved  popular  in  England.***  All  of 
this  suggests  that  the  Board  spent  over  ten  years  working  towards 
the  seemingly  clear-cut  criterion  enunciated  in  1838.  A  close  study 
of  the  Board’s  Minutes  for  the  first  decade  of  the  licensing  system 
reveals  that  a  rather  more  flexible  and  larger  principle  guided  deci¬ 
sion-making  about  machinery  export  licensing. 

Hume  and  Hiuskisson  recognized  this  principle  in  the  Commons  in 
1825,  and  Huskisson  took  the  opportunity  to  reiterate  it  early  in  1826. 
He  explained  to  a  M.  Andelle,  who  pressed  for  permission  to  export 
fifty  cases  of  cotton  spinning  machinery  to  France,  that  the  Board  of 
Trade’s  “discretion  was  to  be  limited  to  such  articles  of  machinery  as 
might  in  the  opinion  of  the  manufacturers  of  this  country,  be  per- 

Customs  Bo.'ird.  General  Orders,  1838  vol.,  for  October  24,  1838.  G.B.,  Pari.  Papers 
(Commons),  1841  (201 ),  VII,  4. 

r-7  B.T.  6/151,  passim. 

ns  Ibid.  B.T.  5/34,  pp.  48,  417.  B.T.  1/254,  no.  33. 
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mitted  to  be  exported  without  injury  to  their  interests.”'^^  On  other 
occasions,  too,  refusals  were  made  on  the  grounds  of  “the  sentiments 
of  the  manufacturers.”™’ 

Manufacturing  opinion  came  mostly  from  petitions  sent  spontane¬ 
ously  to  the  Board.  In  one  case  the  Board  did  solicit  opinion,  asking 
the  Customs,  through  their  officers,  to  “ascertain  among  the  woollen 
trade”  whether  the  e.xport  of  shearing  machines  would  be  “injurious 
to  that  branch  of  trade.”  Within  a  month  the  Leeds  merchants  and 
woolen  manufacturers  sent  a  memorial  to  the  Board  objecting  to  the 
export  of  cropping  and  fini.shing  machinery,  and  John  Jones  of  Leeds 
was  denied  a  license.'  ' 

A  Coherent  Licensing  Policy 

Thus,  there  is  some  consistency  in  the  apparently  conflicting  per¬ 
missions  and  denials  of  the  first  ten  years  of  the  system.  Missionary 
societies  operating  in  remote  regions  hardly  posed  a  threat  to  Britain’s 
manufactures.  Likewise  a  solitary  emigrant  worker  taking  a  few 
tools  with  him  no  longer  represented  a  critical  leakage  of  technology. 
Thus,  A.  McKnight  of  Tarbolton  was  allowed  to  take  two  stocking 
looms  to  Matilda  township.  Upper  Canada,  in  J^29,  and  Benjamin 
Levi  took  engraving  tools  with  him  to  the  United  States  in  1835.  In 
each  case  it  was  emphasized  that  the  tools  \n  ere  necessary  for  their 
owner  to  carry  on  his  trade.  On  the  other  hand,  in  the  opinion  of 
Nottingham  manufacturers  the  single  lace  machinery  maker  repre¬ 
sented  a  major  leakage  of  technology,  and  the  Board  did  all  in  its 
power  to  keep  his  tools  and  machinery  from  leaving  the  country. 

The  practice  of  making  gifts  of  machinery  to  heads  of  state  was 
followed  only  in  accordance  with  the  interests  of  British  manufac¬ 
turers.  Egypt,  like  India,  lacked  the  complex  of  factors  conducive  to 
economic  growth  found  chiefly  at  this  time  in  Europe  and  the  United 
States  and  represented  no  threat  to  British  manufactures.  Neverthe¬ 
less  there  were  limits.  The  Turkish  ambassador  in  1836  was  confined 
to  choosing  one  model  of  each  kind  of  absolutely  prohibited  machine 
up  to  a  total  of  ten  models.  But  if  machinery  from  a  major  branch  of 
the  textile  trade  was  intended  for  a  potential  manufacturing  rival, 
the  chances  were  that  no  amount  of  diplomatic  intervention  could 
pry  a  license  from  the  Board.  Both  the  Russian  ambassador  in  1827 

B.T.  5/35,  p.  155.  Italics  .added. 

'■>0  B.T.  5/36,  pp.  78-80. 
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and  the  Swedish  charge  d’affaires  in  1830  failed  to  gain  export  licenses 
for  cotton  machinery.'  ' 

Not  only  the  future  destination  and  ownership  served  to  indicate 
whether  export  would  injure  British  manufacturing  interests,  but  also 
the  type  of  textile  machinery  concerned.  Between  1825  and  1841 
three  classes  of  textile  equipment  seem  to  have  had  no  difficulty  in 
gaining  export  licenses.  The  first  was  obsolete  equipment.  Pre-indus¬ 
trial  implements  like  spinning  wheels  or  wool  combs  and  their 
broaches  were  regularly  exported,  as  were  textile  printing  blocks,  and 
also  some  old  if  not  obsolete  industrial  machinery.  In  1833  “some 
old  defective  machinery  which  had  originally  been  applied  to  the 
spinning  of  worsted  by  hand”  was  passed  for  export  to  Rotterdam.’’’’ 

Most  equipment  for  preparing  fibers  for  manufacture,  such  as  cot¬ 
ton  picking,  baling,  willowing,  batting,  scutching,  blowing,  and 
spreading  machinery  was  allowed  to  leave  the  country,  but  not  card¬ 
ing,  drawing,  roving,  or  spinning  equipment.  In  the  woolen  industry, 
balers  and  pickers  or  devils  and  also  rag  or  shoddy  pickers  (devel¬ 
oped  in  the  1830s)  and  carding  engines  that  did  not  divide  up  the 
woolen  lap  ( i.e.,  that  lacked  Goulding’s  condenser  or  a  piecing  attach¬ 
ment)  went  out,  but  not  billies,  jennies,  or  mules  or  combing  ma¬ 
chinery.  In  the  silk  industry,  preparatory  equipment  meant  machines 
for  reeling  or  winding  the  raw  material  and  preparing  waste  silk, 
but  not  for  throwing  or  twisting  it.  In  the  flax  and  hemp  industries, 
preparatory  machinery  was  understood  to  include  breaking  and 
heckling  devices.  But  in  the  case  of  tow  or  coarse  bast-fibre  process¬ 
ing,  for  a  number  of  years  spinning  machinery  was  allowed  abroad, 
presumably  on  tbe  grounds  that  Britain’s  fine  flax  spinners  would  not 
be  threatened.  Weaving  and  knitting  machinery  was  rarely  licensed, 
and  lace-making  equipment,  never.  Accessory  textile  equipment  such 
as  card  grinders  or  card-clothing  machines  were  not  licensed  for 
export,  though  card  clothing  frequently  was.  Weaving  accessories 
were  also  sometimes  allowed.”^ 

The  pre-1825  protectionist  principle  of  allowing  the  export  of  ma¬ 
chinery  for  initial  processing  in  order  to  expedite  the  major  manu¬ 
facturing  stages  carried  on  in  British  mills  was  at  the  base  of  these 
policies.  But  two  problems  developed  with  this  process-based  crite¬ 
rion.  New  preparation  machines  were  developed  that  revolutionized 
some  branches  of  textile  manufacturing  in  the  1830s.  The  rag  picker, 
(on  which  the  shoddy  trade  was  based),  waste  silk  machinery,  and 


fil  B.T.  5/38,  p.  179;  39,  pp.  319-320;  42,  pp.  189,  357;  43,  p.  440. 
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cotton  spreaders,  for  example,  tended  to  reclaim  previously  lost  raw 
materials  and,  by  increasing  productivity  and  raising  yarn  quality  — 
notably  in  the  cotton  industry  —  threatened  British  manufacturers  in 
overseas  markets.  Tow  preparing  and  spinning  machinery,  moreover, 
was  so  similar  to  that  used  in  fine  flax  spinning  that  it  could  easily  he 
adapted  for  this  purpose;  after  1835,  therefore,  its  export  was  con¬ 
sistently  prohibited.'’’ 

In  the  third  group  of  textile  machine  types  generally  licensed  for 
export  were  various  finishing  machines.  Engraved  copper  rollers, 
calico  printing  machines,  and  calenders  for  cotton  and  linen  cloth; 
cloth  washing,  drying  and  pressing  (hut  not  fulling,  raising,  or  shear¬ 
ing)  equipment  for  woolen  cloth  working;  and  fabric  printing  pieces 
in  the  silk  industry  were  most  frequently  released.  One  curious 
discrimination  was  made  in  the  case  of  calico  printing  machines. 
Their  export  to  the  United  States  was  prohibited  for  a  while,  probably 
hecatise  New  England  cotton  manufacturers  were  turning  to  cotton 
printing  in  the  second  half  of  the  1820s,  hut  by  1830  the  Board  recog¬ 
nized  that  printing  machines  were  licensed  for  Continental  ports  and 
then  re-exported  to  America.'" 

Over  two-thirds  of  the  2098  applications  for  licenses  to  export  ma¬ 
chinery  between  1825  and  1843  involved  textile  machinery,  a  pro¬ 
portion  that  rose  from  50  per  cent  in  the  1820s  to  over  70  per  cent  after 
1838.  In  the  va.st  majority  of  cases  the  recorded  destinations  were 
European  ports.  About  10  per  cent  of  the  applications  were  denied 
licenses,  and  over  90  per  cent  of  these  refusals  covered  textile 
machinery.* 

Thk  Outflow  of  Machine  Tools 

Since  the  Board  of  Trade  developed  its  lieensing  policy  primarily 
as  a  reaction  to  pressure  from  British  manufacturers,  the  absence  of 
such  pressure  from  machine  tool  makers  must  have  been  responsible 
for  inattention  to  the  outflow  of  such  items.  Export  of  rollers,  slitters, 
presses  having  screws  over  \^h.  inches  in  diameter,  cutting-out  presses, 
and  lathes  for  “plain,  round  and  engine  turning”  was  prohibited  un¬ 
der  the  1825  and  1833  acts.  Yet  between  1830  and  1840  over  1300 
metal  working  rollers,  for  iron,  copper,  tinplate,  and  zinc;  41  lathes, 
including  planing,  boring,  and  screw-cutting  lathes;  and  20  cutting 
engines  including  gear  cutters  and  punching  presses,  were  licensed 

B.T.  5/43,  pp.  103-104,  151. 

««  B.T.  5/39,  p.  272. 

*  The  author  has  detailed  data  on  destinations,  fibers,  and  processing  stages  for  the 
machinery  involved  in  these  applications,  which  he  will  be  glad  to  supply  on  request. 
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for  export.  Inasmuch  as  these  tools  would  have  incorporated  screws 
larger  than  Wz  inches  in  diameter,  the  total  number  of  machine  tools 
exported  must  have  been  much  larger.  The  swiftness  with  which 
Americans  became  self-sufficient  in  machine  tools  is  reflected  in 
destination  data,  which  reveal  that  most  of  this  British  technology 
was  leaking  to  continental  European  rivals.'*’ 

It  was  not  merely  the  failure  of  manufacturers  to  understand  the 
central  role  of  machine  tools  in  the  new  technology,  however,  that 
accounts  for  the  approval  of  increasing  numbers  of  applications  to 
export  metalworking  equipment  and  machine  tools.  There  is 
evidence  that  the  Board,  a  haven  for  free  trade  intellectuals  in 
the  1830s,  biased  machinery  export  licensing  decisions  towards 
free  trade  in  these  years.  Petitions  from  the  Birmingham  Chamber 
of  Commerce  in  1827  and  the  Manchester  Chamber  of  Commerce  in 
1828  and  1834  to  strengthen  the  prohibitory  laws  met  with  the  Board’s 
refusal  or  silence.  And  in  1827  the  Board  recorded  that  it  did  “not 
think  it  would  be  advisable  to  introduce  a  system  of  more  general  pro¬ 
hibition.”®*  The  Board’s  free  trade  influence  was  also  revealed  in  its 
relations  with  the  Treasury.  In  the  case  of  tow-spinning  machinery 
Treasury  overruled  the  Board’s  recommendation  of  free  export.  How¬ 
ever,  when  Goole  Customs  officers  confiscated  bobbins  of  yams  ex¬ 
ported  by  Manchester  merchants  and  Treasury  sided  with  Customs, 
the  Board  bmsquely  informed  the  Treasury  that  “there  is  no  ground 
whatever  for  classing  those  little  wooden  rollers  with  machinery  in 
the  cotton  manufacture.”®® 

Ineffectiveness  of  Government 

The  attempt  to  safeguard  Britain’s  textile  technology  from  foreign 
rivals  was  defied  in  many  ways.  The  licensing  system  itself,  for  ex¬ 
ample,  might  be  used  to  cover  illegal  exports.  Sometimes  would-be 
exporters  applied  for  “precautionary”  licenses,  in  case  their  machin¬ 
ery  should  after  all  be  covered  by  the  law.  At  first,  makers  had 
attempted  to  export  illegally  by  means  of  misrepresentation  in  appli¬ 
cations,  but  after  1835  the  Board  considered  applications  defective 
if  their  specifications  inadequately  described  the  machinery  they 
purported  to  cover.’® 

A  piece  of  machinery  might  be  broken  up  and  exported  in  parts 
in  the  hope  that  Gustoms  would  be  unable  to  identify  it.  Of  the  51 

67  B.T.  6/151,  passim. 

6«  B.T.  5/36,  pp.  133—135;  37,  p.  262;  41,  p.  554.  These  petitions  from  Birmingham  and 
Manchester  were  evidently  inspired  by  Manchester  Chamber  of  Commerce.  See  Musson, 
“  ‘Manchester  School’,”  36^7. 
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seizures  made  by  Customs  at  Liverpool  1830-1839,  indeed,  some  nine 
were  of  unidentified  machinery  parts,  but  at  London  this  proportion 
was  halved  to  nine  out  of  the  121  seizures.’*  Customs  evidently  fol¬ 
lowed  the  policy  of  detaining  unidentifiable  parts  and  placing  upon 
their  owners  the  burden  of  establishing  their  true  nature.  Related  to 
this  problem  of  machinery  identification  was  the  ambiguity  implied 
in  the  use  of  discretionary  powers  to  waive  or  enforce  the  statutoiy^ 
prohibition,  a  weakness  to  which  Deacon  Hume  drew  attention  in 
1841. 

Smuggling,  or  totally  by-passing  the  licensing  system,  was  facilitated 
by  the  coming  of  steamboat  service  across  the  English  Channel.  Op¬ 
erating  by  published  timetables,  the  cross-Channel  steamers  began 
loading  at  a  fixed  time  and  cleared  two  hours  later.  The  smuggler’s 
ruse  was  to  bring  cases  of  machinery  down  to  the  dock  at  the  last 
moment  in  hopes  of  avoiding  Customs  inspection.  Or  small  items 
of  machinery  might  be  taken  aboard  by  passengers  in  their  baggage, 
which  Customs  men  never  examined.  Smugglers  could  send  ma¬ 
chinery  to  the  Continent  by  means  of  the  coastal  trade,  depending 
upon  the  inadequacy  of  the  fleet  of  Revenue  cruisers,  of  which  there 
were  in  1839  only  49,  plus  21  tenders,  manned  by  6183  sailors,  to 
monitor  the  7000-mile  coastline  of  England,  Scotland,  and  Ireland.’* 

Whatever  the  success  of  efforts  to  keep  machinery  at  home,  draw¬ 
ings  of  them  continued  to  offer  a  major  loophole  in  the  licensing  sys¬ 
tem.  When  the  Nottingham  bobbin  net  manufacturers  petitioned  for 
tougher  enforcement  of  the  law,  the  Board  observed  that  “the  trans¬ 
mission  of  drawings  cannot  be  prevented.”  Eight  years  later,  in  1841, 
even  verbal  descriptions  were  reckoned  sufficient  for  a  machine 
maker  to  copy  a  design.  The  artisan,  meanwhile,  continued  to 
threaten  the  retention  of  technology  in  two  ways.  Where  technology 
was  centered  in  the  artisan,  as  in  the  Nottingham  lace  trade,  manu¬ 
facturers  still  pressed  the  Board  to  restrain  workers  from  smuggling 
parts  and  plans  abroad.  The  artisan  or  mechanic  might  also,  as  agent 
for  a  foreign  firm  or  government,  engage  directly  in  industrial  espion¬ 
age:  in  1826  the  Polish  government  had  an  agent  in  Britain  pursuing 
the  clandestine  export  of  plans  and  machinery,  while  foreign  appren¬ 
tices  were  often  deliberately  sent  to  serve  part  of  their  time  in  British 
machine  shops.’* 

Customs  House  Archives,  Customs  37/56,  ‘Seizures,  1825—1856,”  ff.  131—152.  1  wish 
to  thank  the  staff  of  H.M.  Customs  Library  and  Archives  for  facilitating  my  work  with  their 
records,  which  were  inspected  by  kind  permission  of  H.M.  Commissioners  of  Customs 
&  Excise. 

See  A.J.D.,  ‘‘Historical  Notes  on  the  Coastguard  Service”  (London,  H.M.S.O.,  1907), 
23-24. 
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What  might  be  done  to  seal  these  leakages?  Before  1841  all  that 
the  Board  did  was  to  tighten  its  application  procedures,  to  urge  Cus¬ 
toms  to  greater  vigilance,  and  to  contemplate  more  intensive  Customs 
inspection  of  machinery  presented  for  export  clearance.  The  Man¬ 
chester  Chamber  of  Commerce  assisted  Customs,  apparently  at 
Liverpool,  London,  and  Hull,  in  the  late  1820s  in  identifying  and 
arresting  illegal  exports  of  machinery.’^  That  Customs  kept  very  busy 
trying  to  prevent  illegal  exports  is  clear  from  seizure  and  detentions 
data,  compiled  by  Customs.  The  Second  Report  of  the  Select  Com¬ 
mittee  on  the  Export  of  Machinery  in  1841  contains  Customs  data 
on  detentions  and  seizures  for  the  period  January  1,  1824  through 
May  15,  1840.  A  Customs  volume  of  “Returns  Relating  to  Seizures” 
covers  only  seizures  for  the  period  1830-1839  inclusive,  but,  unlike 
the  Committee  Report,  it  identifies  types  of  machinery.’® 

By  its  very  nature,  however,  the  total  amount  of  machinery  smug¬ 
gled  abroad  is  unknown,  so  we  have  no  means  of  precisely  estimating 
the  efficiency  of  British  Customs  houses.  From  the  1830-1839  return, 
the  London  officers  were  most  busy,  making  121  seizures  in  the  period 
while  Hull  and  Liverpool  made  less  than  half  this  number,  59  and 
51  respectively.  Then  came  Dover  with  23  seizures,  and  Coole  with 
12.  No  other  Customs  house  managed  more  than  three  seizures  over 
the  deeade.  The  published  return  of  1841  likewise  showed  London 
most  active  with  84  detentions  and  93  seizures.  Hull  followed  with 
13  detentions  and  76  seizures;  then  Liverpool  with  9  detentions  and 
70  seizures;  Dover  with  35  seizures;  and  Coole  with  7  detentions  and 
5  seizures.  The  distinction  between  detentions  and  seizures  was  not 
clarified  in  the  two  returns,  but  presumably  the  1830-1839  report 
included  detentions  because,  on  this  basis,  the  figures  in  the  two 
returns  would  seem  to  agree.  The  seizures  in  the  1830-1839  return, 
moreover,  included  numerous  cases  of  mill  work,  machine  tools,  and 
large  rollers  being  returned  to  owners. 

These  returns  also  suggest  that  the  ri.sk  of  losing  machinery  through 
confiscation  was  no  real  deterrent.  Both  the  evidence  presented  to 
the  Select  Committee  in  1841  and  the  1830-1839  return  of  seizures 
give  the  strong  impression  that  the  illegal  export  of  machinery  was 
boldly  conducted  at  major  ports,  whose  well-built  wharves  could 
accommodate  heavy  machinery,  and  not  on  remote  moonlit  beaches, 
the  romanticized  setting  for  smuggling.  Unscrupulous  exporters 
appear  to  have  had  a  low  regard  for  the  efficiency  of  the  Customs, 


Miisson,  “ ‘M.inchi’stcr  School’,”  36. 

Second  Report,  1841,  p.  107  (see  note  53);  for  Customs  seizures  see  note  71. 
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wliich  was  shared  by  the  eompaiiies  that  offered  them  insiiranee 
against  detection! 

IV.  The  Ending  of  the  Prohibitory  Laws 

In  the  early  1840s  pressures  for  repeal  mounted,  \\dien  the  severity 
of  the  1825-1826  depression  was  repeated  in  the  textile  industry  in 
I84I-I842,  the  cotton  manufacturers  no  longer  presented  a  united 
front.’"  Manufacturers,  who  supported  the  Anti-Corn  Law  League 
in  the  interest  of  lower  food  prices,  moved  logieally  towards  a  eon- 
eomitant  policy  of  free  machinery  exports;  and  free  traders  rapidly 
advanced  their  cause  in  the  late  1830s  in  Lancashire,  taking  over  the 
Directorate  of  the  Manchester  Chamber  of  Commerce  early  in 
1839.”  By  the  spring  of  1841,  the  manufacturers  were  at  the  end  of 
their  tether.  In  the  opinion  of  a  protectionist  Manchester  cotton 
spinner,  Holland  IIoolc,  “the  general  expression  of  feeling  is,  that 
the  legislature  ma)’  do  whatever  they  please,  they  cannot  make  things 
worse.”  The  engineering  industr\’  in  Manchester,  moreover,  had 
expanded  so  far  that  machine  makers  rivalled  manufacturers  as  a 
major  industrial  pressure  group.  Furthermore,  there  is  evidence 
that  provincial  men  were  becoming  increasingly  involved  in  the  tex¬ 
tile  machiner)’  export  trade  in  the  1830s  and  1840s.  A  (juadrennial 
sampling  of  applications  for  textile  machiner)'  export  licenses,  1826- 
1842,  shows  that  the  percentage  of  London  applicants  fell  from  78 
per  cent  in  1826  to  33  per  cent  in  1842.’'* 

Mark  Philips,  one  of  the  two  Manchester  M.P.s,  successfully  moved, 
on  February  16,  1841,  for  a  Commons  Select  Committee  to  investi¬ 
gate  the  export  of  machinery.'*"  In  a  masterly  synthesis  of  the  evi¬ 
dence,  the  Committee’s  Report  summari/ed  the  objections  to  the 
mixed  system  of  law  and  license,  and  surveyed  the  major  changes 
that  had  occurred  since  1825.  Among  the  former  were  the  difficulty 
in  applying  the  1838  principle,  the  insufficient  expertise  of  Customs 
officers  in  both  law  and  mechanical  engineering,  confusion  and  un¬ 
certainty  arising  from  the  conflict  between  the  statutory  prohibitions 
and  the  Board  of  Trade’s  licensing  principles,  and  the  sheer  impos¬ 
sibility  of  preventing  smuggling. 

R.  C.  O.  Matthews,  A  Stiic/i/  in  Trade  Cycle  History:  Economic  FInctnation.s  in  Great 
Britain.  IH33-1H42  ( CambridKe,  1954),  127-151. 

■”  Norman  McCord,  The  Anti-Corn  Late  I.eai’ue,  IS38-1H46  (2nd  ed.  London,  1968), 
39.  Sec  also  Miisson,  “‘Manchester  School’,”  for  diminution  of  the  activities  of  Manchester 
Chamber  of  Commerce  in  tbe  18.30s. 

■“  Second  Report,  1841,  p.  .52  (see  note  .5.3). 

to  Miisson,  “  ‘Manebester  School’,”  p.  41  and  Tiible  1.  Author’s  data  based  on  London 
directories. 

Hansard  3rcl  ser.  56,  cols.  670—692  (February’  16,  1841 ). 
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A  series  of  developments  had  produced  a  new  situation  since  1825: 
the  free  emigration  of  artisans;  the  almost  free  export  of  coal;  the 
revolution  in  machine  tools,  also  freely  exportable;  important  im¬ 
provements  in  flax,  waste  silk,  and  cotton  preparatory  machinery; 
the  rise  of  machine-making  industries  on  the  Continent  and  the 
United  States;  the  easy  transmission  of  new  inventions  through 
models,  drawings,  letters,  and  oral  descriptions;  active  efforts  to 
acquire  British  technology  on  the  part  of  foreign  governments;  and 
the  discriminatory  effects  of  the  domestic  patent  system  against  Brit¬ 
ish  inventors.  To  these  considerations,  which  substantiated  the  futil¬ 
ity  and  injustice  of  protection,  were  added  familiar  free  trade 
arguments. 

The  protectionists  could  only  urge  the  repeal  of  the  Corn  Laws  and 
reductions  in  foreign  duties  before,  rather  than  after,  machinery 
export  was  freed.  To  maintain  efficient  protection  for  machinery 
exports,  they  suggested  the  registration  of  machine  makers,  stamping 
makers’  names  on  machinery,  and  the  funnelling  of  machinery  exports 
through  five  or  six  ports  for  inspection  by  competent  Customs  officers. 
Meanwhile,  manufacturers  and  machine  makers  alike  faced  up  to  the 
irritating  revelation  by  the  Select  Committee’s  First  Report,  that  more 
types  of  machinery  than  were  generally  assumed  lay  outside  the 
export  prohibition.  Evidently  export  agents  and  smugglers  had  e.x- 
ploited  the  ignorance  generated  by  the  licensing  system  to  rack  tip 
large  profits,  mostly  at  the  expense  of  foreign  purchasers.'" 

In  July  1841  the  Board  allowed  free  export  of  spinning  machinery 
to  the  colonies,  if  bonded  against  re-export,  and  in  August  1842  it 
made  a  more  sweeping  relaxation.  Most  types  of  cotton  and  woolen 
machinery  were  released  to  foreign  markets  through  the  three  ports 
of  London,  Li\'erpool,  and  Hull  where  specially  competent  officers 
e.xamined  the  machinery,  as  Sharp,  Ro])erts  &  Co.,  leading  Manches¬ 
ter  machine  makers,  had  urged  in  1827."“  Though  the  Select  Commit¬ 
tee  voted  eight  to  one  in  favor  of  repealing  the  prohibitory  laws. 
Parliament  tarried  for  another  two  years.  Gladstone,  as  President  of 
the  Board  of  Trade,  at  last  took  up  the  question  of  repeal  in  1843. 
The  delay,  he  claimed,  stemmed  from  the  new  Tory  government’s 
initial  preoccupation  with  reform  of  the  tariff  schedule  chiefly  in 
1841-1842.'*®  In  the  summer  of  1843  he  acted  swiftly.  Ilis  Machinery 
Exportation  bill  was  reported  on  July  10  and  by  August  22  was  on 

SI  See  note  53. 

K-'i  B.T.  6/151  and  152  passim;  B.T.  5/36,  p.  246. 

S3  Hansard  3rd  ser.  70,  col.  830  (July  10,  1843). 
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the  statute  book.  After  nearly  one  hundred  and  fifty  years,  all  types 
of  British  machinery  were  at  last  freely  exportable.’*' 

V.  Conclusion 

The  most  important  fact  about  laws  to  prevent  export  of  technology 
is  that,  despite  spasmodic  yet  determined  efforts,  they  were  admin¬ 
istratively  impracticable.  In  addition  to  communication  difficulties 
between  the  half  dozen  government  departments  involved,  intract¬ 
able  problems  at  the  ports  made  it  difficult  to  filter  emigrants  and 
exports.  Discriminating  Ix’tween  skilled  and  unskilled  artisans  raised 
practical  questions  about  definition,  detection,  and  deterrence,  while 
hitting  upon  positive  measures  to  reverse  emigration  proved  impos¬ 
sible.  In  wartime,  the  government  tried  simply  to  discourage  all 
emigration,  but  even  wartime  pressures  could  not  induce  it  to  over¬ 
ride  the  public’s  faith  in  the  rights  of  the  freeborn  Englishman  and 
its  fear  of  the  Census  apparatus  that  a  passport  system  would 
have  required.'*’  The  tide  of  emigration  continued  to  rise,  and  it 
could  only  be  a  matter  of  time  before  law  followed  practice.  Free 
emigration  was  enacted  soon  after  the  post-war  repression  was  re¬ 
placed  by  a  more  liberal  political  and  economic  climate. 

Illegal  machinery  exports  were  also  very  difficult  to  contain.  Not 
only  were  machines  readily  transmogrified  into  parts,  models,  plans, 
specifications,  patents,  and  mental  images,  but  also  some  machines 
were  legally  released  because  their  export  was  thought  beneficial  to 
British  manufactures,  as  with  primary  processing  machinery,  or  be¬ 
cause  they  apparently  held  little  threat  for  British  manufacturers,  as 
with  steam  engines,  mint  machinery,  and  obsolete  equipment.  Such 
relaxations  and  those  dictated  by  diplomacy  helped  to  open  the  door 
to  free  export.  That  this  movement  was  aborted  for  a  decade  and  a 
half  in  1824-1825,  when  free  emigration  began,  resulted  from  the 
manufacturers’  failure  to  perceive  the  .shift  in  the  locus  of  technology 
from  men  to  machines. 

Administratively  the  licensing  system  of  1825-1843  was  likewise 
difficult  to  implement.  The  success  of  machinery  smugglers  can  be 
surmised  from  the  ease  with  which  foreign  rivals  acquired  British 
models,  the  availability  of  insurance  cover  for  illegal  exports,  and 
the  infrequency  of  Customs  machinery  seizures,  averaging  less  than 
thirty  a  year  in  the  1830s.  The  principles  guiding  the  award  of  export 

Hansard  .3rd  ser.  71,  cols.,  49-3  517  (August  10,  184.3),  cols.  .545-.547  (August  11, 
1843 );  6  &  7  Victoria,  c.  84. 

Sec  David  Glass,  Numbering  the  People:  the  Eighteenth-Century  Population  Contro- 
rersij  and  the  Development  of  Census  and  Vital  Statistics  in  Britain  ( FarnboroiiRh,  Hants, 
1973),  19—20.  I  am  ohliccd  to  Dr.  Charlotte  Erickson  for  this  reference. 
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licenses  were  never  closely  and  satisfactorily  defined,  while  the 
avowed  principle  —  the  interests  of  the  manufacturers  —  was  too 
vague  to  be  consistently  applied  to  complex  and  clnmging  industrial 
technologies,  especially  those  of  machine  building  and  textile 
manufacturing. 

While  quantification  is  impossible,  it  is  likely  that  laws  prohibiting 
the  diftusion  of  technology  did  have  some  effect.  They  surely  dis¬ 
couraged  some  potential  emigrants  from  setting  out  on  the  interna¬ 
tional  tramp;  they  certainly  kept  many  emigrants  from  returning 
home.  But  despite  the  laws,  thousands  of  artisans  did  go  abroad  dur¬ 
ing  the  French  Wars,  taking  their  machine  building,  operating,  and 
managing  skills  with  them.  Tlie  licensing  system  likewise  reduced 
the  volume  of  machinery  going  abroad,  but  by  1841  no  knowledge¬ 
able  contemporaries  believed  that  new  technology  would  long  remain 
safe  from  the  hands  of  enterprising  foreigners,  especially  as  draw¬ 
ings  and  machine  tools  made  copying  extremely  easy.  British  manu¬ 
facturers  unwittingly  made  their  rivals’  depredations  easier  still.  Not 
comprehending  the  shift  in  the  locus  of  technology,  they  persuaded 
the  Board  of  Trade  to  shape  the  whole  licensing  system  into  an  engine 
directed  against  textile  manufacturing  equipment:  processing  ma¬ 
chines  were  halted,  but  not  the  machines  that  made  processing 
machines. 

The  dominance  of  textile  machinery  in  applications  for  export 
licenses  confirms  the  familiar  impression  of  Britain’s  early  lead  in 
textile  manufacturing.  The  official  demand  pattern,  however,  is  not 
readily  quantifiable,  because  machinery  values  are  irregularly,  and 
technical  data  never,  recorded  in  the  Board  of  Trade  papers.  The 
only  firm  conclusion  to  be  drawn  is  that  northern  Europe  showed  the 
greatest  interest  in  Britain’s  textile  machinery,  especially  in  1834  and 
1838;  expectedly,  the  Board’s  licensing  policies  noticeably  weighted 
official  demand  toward  preparatory  machinery. 

Britain  prohibitory  laws  thus  failed  signally  to  stem  the  flood 
of  technological  information  spreading  abroad,  either  via  men 
or  machines,  in  this  early  industrial  period.  Administering  and  polic¬ 
ing  the  sort  of  protection  envisaged  by  the  laws  required  Draconian 
measures  that  public  opinion  would  not  tolerate  and  internal  eco¬ 
nomic  and  social  conditions  could  not  support.  After  1825  British 
manufacturers  made  an  inadequate  system  of  regulated  protection 
more  ineffectual  still  by  biasing  it  away  from  machine  tools  and 
towards  manufacturing  machinery.  In  these  circumstances  the  flood 
could  hardly  be  dammed. 
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Oil  and  Antitrust:  The  Oil  Cartel  Case 
and  the  Cold  War* 

C  Nmchcre  was  the  postwar  growth  of  multinational  corporations  more 
dramatic  than  in  the  petroleum  industry.  The  major  oil  companies  of  the 
western  natums  were  soon  banded  together  in  a  complex  of  joint  explora¬ 
tion,  producing,  refining,  and  marketing  organizations.  But  efforts  to 
advance  criminal  prosecution  of  the  American  companies  under  the 
antitrust  laws  soon  ran  head-on  into  overriding  considerations  of  national 
security.  The  hardening  trf  the  Cold  War,  complicated  by  internal  politi¬ 
cal  weaknesses  in  Iran,  persuaded  both  President  Truman  and  President 
Eisenhitwer  to  soft-pedal  litigation.  In  the  end,  criminal  prosecution  of 
joint  production  enterprises  became  civil  suits  against  marketing  and 
pricing  agreements,  which  were  settled  by  consent  decree.  This,  accord¬ 
ing  to  Professor  Kaufman,  amounted  to  attacking  “the  tail  but  not  the 
head  or  body  of  the  energy  tiger.” 

In  1918  Congress  passed  the  Webb-Pomerene  Act  exempting 
certain  business  combinations  engaged  in  foreign  commerce  from 
the  provisions  of  the  antitrust  laws.  The  purpose  of  this  legislation 
was  to  encourage  small  businessmen  to  enter  the  field  of  foreign 
commerce  by  allowing  them  to  form  joint  selling  agencies  in  compe¬ 
tition  against  foreign  buying  cartels.  Although  never  very  successful, 
the  measure  was  the  government’s  first  meaningful  effort  —  aside 
from  the  Sherman,  Clayton,  and  Federal  Trade  Commission  Acts  — 
to  legislate  on  foreign  antitrust  questions.’ 

Business  History  Review,  Vol.  LI,  No.  1  (Spring,  1977).  Copyright  ©  The  President  and 
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1  On  the  Webb-Pomerene  Act,  see  Burton  1.  Kaufman,  Efficiency  and  Expansion:  Foreign 
Trade  Organization  in  the  Wilson  Administration,  1913—1921  (Westport,  Conn.,  1974),  214— 
216.  See  also  Wilbur  L.  Fugate,  Foreign  Commerce  and  the  Antitrust  Laws  (Boston,  1973) 
223-254. 


As  the  United  States  expanded  abroad  after  1918,  foreign  trade 
issues  became  manifold.  This  was  especially  true  for  the  period  fol¬ 
lowing  the  end  of  World  War  II  when  the  growth  of  multinational 
corporations  changed  the  entire  nature  of  foreign  commerce.  Not 
only  did  government  and  business  leaders  debate  the  value  of  the 
Webb-Pomerene  Act,  but  they  also  gave  increased  attention  to  such 
other  matters  as  foreign  subsidiaries,  foreign  and  foreign-related 
joint  ventures,  patents  and  technology,  and  trademarks  in  foreign 
commerce.' 

For  the  most  part,  the  courts  applied  a  rigorous  interpretation  of 
the  antitrust  laws,  even  narrowing  the  scope  of  dealings  that  could 
take  place  between  a  parent  company  and  its  foreign  subsidiaries  or 
between  two  subsidiaries  of  the  same  parent  company.’  Likewise, 
the  Truman  and  Eisenhower  administrations  advocated,  at  least  in 
theory,  strong  support  for  stringent  enforcement  of  the  antitrust  laws 
abroad  as  well  as  at  home.  For  example,  the  Federal  Trade  Com¬ 
mission  ( FTC )  issued  a  series  of  reports  indicating  that  major  indus¬ 
tries  had  violated  the  antitrust  laws  by  restraining  foreign  commerce.^ 
The  Department  of  Justice  increased  the  number  of  its  prosecutions 
involving  overseas  trade,’  while  Truman  and  Eisenhower  made  clear 
their  own  support  for  international  free  trade  by  attacking  a  number 
of  trade  practices,  including  the  establishment  of  world  monopolies 
and  cartels.  As  Truman  explained  his  position  in  1949,  “[Trade] 
agreements  do  not  touch  certain  important  obstacles  to  the  expan¬ 
sion  of  world  trade.  Subsidiaries,  cartels,  and  many  other  devices 
have  important  effects  in  limiting  trade  or  creating  disadvantages  for 
one  country  as  compared  with  another.”  ” 

Even  more  important  than  antitrust  questions  in  determining  policy 
toward  foreign  trade,  however,  was  growing  national  concern  about 
the  hardening  Cold  War  with  the  Soviet  Union.  Simply  stated,  ad¬ 
ministration  and  other  public  leaders,  believing  that  the  United 

-  Fugate,  Foreian  Commerce  and  the  Antitrust  Laws,  passim.  Kingman  Brewster,  Jr., 
Antitrust  and  American  Business  Abroad  (New  York,  1958),  passim. 

“  Mira  Wilkins,  The  Maturing  of  Multinational  Enterprise;  American  Business  Abroad 
(Cambridge,  Mass.,  1974),  passim. 

Federal  Trade  Commission,  Report  on  the  Copper  Industry  (Washington,  D.  C.,  1947); 
Federal  Trade  Commission,  Report  on  the  Sulphur  Industry  and  International  Cartels 
(Washington,  D.  C.,  1947);  Federal  Trade  Commission,  Report  on  International  Electrical 
Equipment  Cartels  (Washington,  D.  C.,  1948);  Federal  Trade  Commission,  Report  on  Inter¬ 
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5  Wilkins,  The  Maturing  of  Multinational  Enterprise,  292—300;  Fugate,  Foreign  Commerce 
and  the  Antitrust  Laws,  esp.  444—447. 
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States  had  the  responsibility  for  containing  Soviet  (communist) 
expansion  throughout  the  world,  subordinated  questions  of  foreign 
commerce,  including  antitrust  matters,  to  the  exigencies  of  national 
defense  and  security  as  they  saw  them.  The  result  was  internal  ten¬ 
sion  in  the  administration  and  a  bifurcation  of  policy  —  on  the  one 
hand,  prosecuting  violators  of  the  antitrust  laws  while,  on  the  other, 
allowing,  even  encouraging,  violations  when  they  were  conceived 
to  be  in  the  interests  of  national  defense  and  security.  Such  was  the 
case  where  the  nation’s  petroleum  industry  was  concerned. 

In  1952,  the  Truman  administration  began  the  process  of  bringing 
criminal  indictments  against  the  nation’s  five  major  oil  companies, 
Standard  Oil  of  New  Jersey  (Jersey),  Socony  Mobil  (Socony), 
Standard  Oil  of  California  (Socal),  Texaco,  and  Gulf  Oil.  The  ad¬ 
ministration  accused  these  multinational  giants,  along  with  Royal 
Dutch  Shell  and  Anglo-Iranian  Oil  (now  British  Petroleum)  with 
violation  of  the  nation’s  antitrust  laws  by  having  engaged  in  a  world¬ 
wide  combination  to  restrain  and  monopolize  the  United  States’s 
domestic  and  foreign  commerce  in  crude  oil  and  petroleum  products. 
The  administration  hoped  to  obtain  relief  by  forcing  divestiture  of 
the  defendants’  joint  production,  refining,  pipeline,  and  marketing 
operations.  However,  faced  with  the  exigencies  of  the  Cold  War 
after  1950  and  seeking  to  use  the  major  oil  companies  for  foreign 
policy  purposes  (such  as  preventing  the  spread  of  communism  in 
that  area,  assuring  America’s  control  of  the  world  oil  trade,  and 
securing  a  reliable  source  of  crude  oil  for  the  United  States  and  its 
allies  at  reasonable  prices),  the  Truman  and  Eisenhower  administra¬ 
tions  so  altered  and  narrowed  the  scope  of  the  antitrust  proceedings 
that  the  defendants  were  able  to  maintain  their  hold  on  Mideast  oil 
even  up  to  1968  when  the  Justice  Department  decided  to  drop  its 
proceedings  against  the  last  defendants,  Socal  and  Socony. 

Investigations  of  the  Oil  Industry 

The  Department  of  Justice  had  been  concerned  for  some  time 
about  the  foreign  operations  of  the  oil  companies.  As  early  as  1942,  in 
a  separate  suit,  the  Justice  Department  had  charged  Jersey  with  hav¬ 
ing  illegally  arranged  with  the  German  chemical  trust,  I.  G.  Farben, 
not  to  compete  against  it  in  chemicals  in  return  for  the  latter’s  agree¬ 
ment  not  to  compete  in  oil.  During  the  preparation  of  the  case, 
documents  were  uncovered  revealing  an  arrangement  between 
Jersey  and  Royal  Dutch  Shell  for  maintaining  their  respective  mar¬ 
keting  positions  as  provided  for  in  an  earlier  pact  known  as  the 
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“As  Is”  agreement.  Jersey  signed  a  eonsent  deeree  enjoining  it  from 
partieipating  in  this  agreement  or  from  otherwise  restricting  Ameri¬ 
can  foreign  commerce.  However,  the  Justice  Department  obtained 
information  after  World  War  II  indicating  that  “As  Is”  was  still 
operating.  The  information  included  evidence  that  Jersey  and  Royal 
Dutch  Shell  had  been  conducting  meetings  about  their  “As  Is” 
positions  as  well  as  a  letter  from  a  Czechoslovakian  subsidiary  of 
Socony  making  a  direct  reference  to  the  current  marketing  position 
of  Shell  under  “As  Is.”  On  the  basis  of  this  information,  an  official 
of  the  Department’s  Antitrust  Division,  Robert  Nitsehke,  recom¬ 
mended  at  the  beginning  of  1947  that  the  Justice  Department  seek 
grand  jury  authorization  to  begin  an  investigation  of  what  he  re¬ 
ferred  to  as  the  “As  Is”  cartel;  the  investigation  was  to  include  not 
only  Jersey,  Royal  Dutch  Shell  and  Socony,  but  also  Socal,  Anglo- 
Iranian  Oil,  Gulf,  and  Texaco.’ 

Nitsehke’s  recommendation  was  rejected  by  his  superior.  Assistant 
Attorney  General  Graham  Morrison,  for  several  rea.sons.  In  the  first 
place,  Morrison  felt  that  the  Justice  Department  simply  lacked  suffi¬ 
cient  evidence  to  ask  a  grand  jury  for  an  investigation  of  the  oil 
industry.  As  he  told  Nitsehke,  there  was  still  inadequate  proof  that 
restraints  of  trade  or  enjoining  of  competition  existed  within  the  oil 
industry.** 

At  least  as  important  in  rejecting  Nitsehke’s  proposal,  however, 
was  the  peculiar  position  of  oil  among  largely  unregulated  industries. 
In  public  as  well  as  in  private  circles  the  oil  industry  was  widely 
regarded  as  an  essential  public  utility  requiring  government  sup¬ 
port,  including  diplomatic  assistance  in  developing  foreign  sources 
of  oil.  Even  Truman  agreed  with  this  since  he  encouraged  the  ex¬ 
pansion  abroad  of  American  oil  interests.*'  Morrison  was  reluctant, 
therefore,  to  engage  in  what  many  within  the  administration,  per¬ 
haps  the  president  himself,  might  regard  as  a  precipitous  action 
against  the  oil  industry.  Nitschke’s  recommendation,  he  pointed  out, 
“completely  ignores  the  fact  that  distribution  of  oil  both  foreign  and 
domestic  is  in  fact  a  quasi-public  utility  business  although  not  usually 


Frank  W.  Gaines  to  Robert  Nitsehke,  October  4,  1946;  Nitsehke  to  Gr.iham  Morrison, 
J.anu.ary  31,  1947,  DOJ,  60-57-140. 

**  Nitsehke  to  John  F.  Sonnett,  June  4,  1947,  ibid.  Morrison’s  response  to  Nitsehke  is  in 
Ions  hand  at  the  end  oi  Nitsehke’s  memorandum. 

'•I  One  reason  why  Truman  encouraged  the  expansion  of  American  oil  interests  was  his 
fear  that  without  an  American  pre.senee  in  the  Middle  East,  especially  in  Iran,  the  region 
might  fall  to  the  communists.  According  to  one  of  his  advisers,  George  Elsey,  Truman  went 
to  the  globe  in  his  office  during  a  meeting  to  discuss  the  Korean  situation  in  late  June,  1950. 
Putting  his  finger  on  Iran,  Elsey  noted,  the  president  said  “Here  is  where  they  (the  commu¬ 
nists]  will  start  trouble  if  we  aren’t  careful  ...  if  we  just  stand  by,  they’ll  move  into  Iran 
and  they’ll  take  over  the  whole  Middle  East.”  Papers  of  George  Elsey  (Harry  S.  Truman 
Library,  Independence,  Missouri). 
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recognized  as  such  and  is  inately  [sic]  by  nature  of  a  monopolistic 
character.” 

Not  until  five  years  later  did  the  administration  follow  up 
Nitschke’s  recommendation.  By  this  time  strong  pressures  had  de¬ 
veloped  within  administration  and  government  circles  for  a  grand 
jury  investigation  of  the  oil  industry  as  a  preliminary  to  bringing 
criminal  antitrust  indictments  against  the  oil  majors.  The  purchase 
in  1947  of  a  40  per  cent  interest  in  the  Arabian  American  Oil  Com¬ 
pany  (Aramco)  by  Jersey  and  Socony  created  an  uproar  in  the 
Senate,  where  a  special  committee  headed  by  Owen  Brewster  of 
Maine  sought  an  investigation  of  the  multinationals  operating  in  the 
Mideast.  Previously  owned  by  Texaco  and  Socal  alone,  Aramco  en¬ 
joyed  a  monopoly  of  the  vast  Arabian  oil  fields.  Texaco  and  Socal 
agreed  to  the  purchase  in  order  to  raise  capital  for  increased  pro¬ 
duction  and  for  the  construction  of  new  pipelines.  The  effect  of  the 
sale  appeared,  however,  to  be  the  joining  of  four  of  the  majors  ( and 
former  competitors)  into  one  huge  cartel  dominating  Mideast  oil 
production,  refining,  and  distribution.  Furthermore,  the  Brewster 
Committee  was  annoyed  at  what  it  believed  to  be  excessive  prices 
for  Persian  oil  delivered  by  Aramco  to  the  Navy  and  the  American 
public.  The  Committee  therefore  urged  Attorney  General  Tom  Clark 
to  look  into  the  Aramco  purchase,  clearly  anticipating  that  such  an 
investigation  would  lead  to  antitrust  action  against  the  oil  majors." 

In  1949  the  Federal  Trade  Commission  (FTC)  undertook  its  own 
investigation  of  the  oil  industry  as  part  of  the  series  of  studies  it  was 
making  on  the  foreign  trade  practices  of  the  nation’s  leading  indus¬ 
tries,  including  copper,  electrical  equipment,  steel,  and  fertilizers. 
As  the  FTC  noted  in  explaining  the  reasons  for  its  study  of  oil,  the 
Commission  regarded  international  petroleum  operations  as  con¬ 
stituting  “one  of  the  most  important  of  the  international  cartels.”" 

The  following  year  the  FTC  completed  its  investigation.  As  in  its 
earlier  reports,  the  Commission  reached  no  conclusions  about  viola¬ 
tions  of  the  antitrust  laws;  nor  did  it  make  any  recommendations 
about  possible  criminal  indictments  against  the  oil  companies.  But 
it  left  little  doubt  where  it  stood  on  these  matters.  Concentration  in 
the  form  of  jointly-owned  subsidiaries  and  affiliated  companies  was 

lu  Nitschke  to  John  F.  Sonnett,  June  4,  1947,  DOJ  60—57—140. 

II  Brewster  to  Clark,  November  14,  1947,  ibid.  See  also  George  P.  Comer  to  John  Ford 
Beecher,  June  7,  1948,  and  Comer  and  Haldon  R.  Mohar  to  Herbert  Borkland,  September  1, 
1948,  ibid. 

I-  Senate  Select  Committee  on  Small  Business,  Commission  Print  No.  6,  The  International 
Petroleum  Cartel;  Staff  Report  to  the  Federal  Trade  Commission  (Washington,  D.C.). 
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“probably  more  widespread  in  the  international  petroleum  industry 
than  in  any  other  field  of  enterprise,”  it  concluded. 

The  National  Security  Council  (NSC),  Central  Intelligence 
Agency  (CIA),  Department  of  Defense,  and  other  agencies  and 
individuals  concerned  with  national  security  matters  tried  to  keep 
the  report  ( marked  “classified” )  from  being  made  public,  regarding 
it  as  a  threat  to  national  security  in  the  Mideast.  At  a  special  meet¬ 
ing  on  May  6,  the  White  House’s  Intelligence  Advisory  Committee, 
on  which  many  of  these  agencies  and  individuals  sat,  advised  against 
releasing  the  report  in  any  form,  noting  that  its  release  would  “greatly 
assist  Soviet  propaganda,  would  further  the  achievement  of  Soviet 
objectives  throughout  the  world  and  [would]  hinder  the  achieve¬ 
ment  of  U.S.  foreign  policy  objectives,  particularly  in  the  Near  and 
Middle  East.” 

Nevertheless,  the  pressures  against  the  oil  companies  had  grown 
too  great  by  this  time  to  prevent  further  disclosures  of  their  foreign 
operations.  Rumors  of  the  FTC’s  findings  had  already  begun  to  cir¬ 
culate  in  official  Washington,  and  the  Judiciary  Committees  of  both 
the  Senate  and  the  House  were  seeking  access  to  its  report  (which 
\vas  the  reason  for  the  Intelligence  Advisory  Committee’s  meeting). 
Furthermore,  the  Justice  Department  had  accumulated  sufficient 
evidence  by  now  to  recommend  to  President  Harry  Truman  a  grand 
jury  investigation  of  the  oil  companies’  overseas  operations.'® 

The  president’s  position  in  this  developing  struggle  over  foreign 
oil  policy  was  ambiguous.  As  already  mentioned,  Truman  supported 
the  general  proposition  of  expansion  of  American  oil  interests  abroad. 
Moreover,  as  subsequent  events  soon  showed,  the  president  was 
heavily  influenced  by  his  national  security  advisers  who  were  rec¬ 
ommending  a  “hands  off”  policy  toward  oil  abroad.  However,  the 
president  was  also  committed  to  breaking  up  international  cartels, 
which  posed  a  challenge  to  the  nation’s  stated  commitment  to  the 
principles  of  free  trade.  In  this  respect,  he  shared  a  prevalent  senti¬ 
ment  within  administration  and  congressional  circles  for  helping 
small  business  by  strengthening  the  antitrust  laws  against  big  busi¬ 
ness,  domestically  as  well  as  internationally.'” 

Faced  with  what  seemed  to  be  overwhelming  evidence  of  an  in- 

13  Senate  Select  Committee  on  Small  Business,  Commission  Print  No.  6,  The  International 
Petroleum  Cartel,  1. 

ii  John  Edsar  Hoover  to  the  Actinj;  Attorney  General,  M.ay  7,  1952,  DOJ,  60-57-140. 

i!’ W.  B.  Watson  Snyder  to  H.  G.  Morison,  Janii.ary  23,  1952;  “Memorandum  for  the 
Attorney  General”,  January  24,  1952;  W.  B.  Watson  Snyder  to  Mr.  Hodges,  September  11, 
1950.  ibid. 

More  work  needs  to  be  done  on  Truman's  policy  toward  tnists,  but  .see,  for  example, 
Alonzo  L.  Hamby,  Beyond  the  New  Deal:  Harry  S.  Truman  and  American  Liberalism  (New 
York  1973),  46-47. 
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temational  petroleum  conspiracy  to  restrain  American  foreign  and 
domestic  commerce,  the  president  decided  he  had  to  take  action.  On 
June  23,  1952  he  ordered  a  grand  jury  investigation  of  the  oil  indus¬ 
try  for  the  purpose  of  bringing  criminal  indictments  against  the 
multinational  giants.  A  high  ranking  official  of  the  Justice  Depart¬ 
ment’s  Antitrust  Division,  Leonard  Emmerglick,  was  put  in  charge 
of  the  investigation  and  subpoenas  were  served  upon  twenty-one 
companies,  including  all  the  majors,  asking  them  to  produce  thou¬ 
sands  of  documents  on  their  foreign  and  domestic  operations.'^ 

The  Iranian  Crisis 

Within  a  few  months  Truman  reversed  himself  and  ordered  that 
the  investigation  be  dropped.  In  place  of  criminal  action  he  recom¬ 
mended  that  the  Justice  Department  consider  a  civil  suit  having 
more  complex  search  procedures  and  carrying  milder  penalties. 
Fearing  the  expansion  of  Soviet  influence  in  the  Mideast  as  a  result 
of  a  decision  by  Iran  in  1951  to  nationali/.e  British  Petroleum  hold¬ 
ings  in  that  country,  Truman  followed  the  counsel  of  his  national 
security  advisers  who  not  only  recommended  strongly  against  prose¬ 
cuting  the  Mideast  oil  companies,  but  who,  in  fact,  hoped  to  use 
them  for  foreign  policy  purposes. 

The  problem  in  Iran  developed  largely  as  a  result  of  British 
Petroleum’s  refusal  to  grant  Iran  a  larger  share  of  its  oil  profits. 
British  Petroleum  responded  to  the  nationalization  by  placing  a 
boycott  on  Iranian  oil  and  then  threatening  legal  action  against  any 
oil  company  that  attempted  to  break  the  boycott.'''  From  the  begin¬ 
ning  of  the  crisis,  administration  leaders,  especially  those  in  the 
Department  of  Defense  and  State  and  the  NSC,  warned  of  the  grow¬ 
ing  influence  of  the  Soviet  Union  in  Iran  (whose  government  was 
headed  by  the  nationalist  Prime  Minister  Mohammed  Mossadegh) 
and  of  the  dangerous  precedent  that  Iranian  nationalization  might 
set  for  other  oil  producing  countries.  No  worse  harm  could  be  done 
to  American  oil  interests  abroad  and  to  American  foreign  policy, 
they  argued,  than  to  bring  criminal  indictments  against  the  oil 
majors,  which  would  be  fodder  for  the  Soviet  propaganda  machine 

•  Senate  ForeiEn  Relations  (Committee,  Subcommittee  on  Multinational  Corporations, 
Committee  Print,  Multinational  Oil  Corporations  and  U.  S.  Foreign  Policy,  57—58.  See  also 
statement  of  Leonard  J.  Emmeiglick,  Senate  Foreign  Relations  Committee,  Subcommittee  on 
Multinational  Corporations,  Hearings,  Multinational  Corporations  and  United  States  Foreign 
Policy,  Part  VII  (Washington,  D.  C.,  1974),  103-107. 

This  incident  is  covered  in  numerous  works  on  Mideast  oil  interests.  One  of  the  most 
recent  is  Christopher  T.  Rand,  Making  Democracy  Safe  for  Oil:  Oilmen  and  the  Islamic  East 
(Boston,  1975),  135-136.  See  also  Robert  Engler,  The  Politics  of  Oil:  A  Study  of  Private 
Power  and  Democratic  Directions  (New  York,  1961 ),  203—204. 
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and  which  might  lead  to  further  nationalization  of  American  foreign 
oil  interests.  Oil  company  spokesmen  took  up  the  same  themes,  even 
linking  the  FTC  report  on  international  petroleum  with  the  national¬ 
ization  of  British  Petroleum,  despite  the  fact  that  the  report  was  not 
published  until  a  year  after  nationalization  had  taken  place.'” 

As  the  crisis  in  Iran  continued,  a  number  of  the  same  administration 
leaders  sought  to  use  the  oil  companies  to  achieve  two  foreign  policy 
objectives:  first,  to  make  oil  available  to  Europe  from  other  produc¬ 
ing  countries,  and  then  to  win  an  American  oil  presence  in  Iran.  In 
1951,  Attorney  General  J.  II.  McGrath  approved  a  voluntary  agree¬ 
ment  permitted  under  the  Defense  Production  Act,  which  had  been 
passed  after  conflict  broke  out  in  Korea  in  1950  and  which  allowed 
the  President  to  grant  antitrust  exemption  to  voluntary  agreements 
among  industries  deemed  essential  to  national  security.  The  agree¬ 
ment  that  McGrath  approved  authorized  the  formation  of  a  Foreign 
Petroleum  Supply  Committee  to  channel  supplies  of  petroleum  to 
areas  short  of  oil  as  a  result  of  the  Iranian  stoppage.  Later,  as  it 
became  apparent  that  the  Teheran  government  would  never  permit 
British  Petroleum  to  return  to  Iran  alone,  Truman  even  instructed 
Secretary  of  State  Dean  Acheson  to  open  discussions  with  the  Amer¬ 
ican  majors  and  British  Petroleum  in  hopes  of  reaching  an  agreement 
whereby  American  oil  companies  might  enter  Iran  as  part  of  an 
international  consortium.*" 

Before  any  agreement  with  the  oil  companies  could  be  worked  out, 
Truman  left  office.  But  first  he  held  a  lengthy  meeting  of  the  NSC 
in  which  the  Departments  of  Defense,  State,  and  Interior  recom¬ 
mended  dropping  the  criminal  investigations  of  the  oil  companies 
and  the  Justice  Department  urged  their  continuation.  A  few  days 
later  Truman  made  his  decision.  In  a  letter  to  Attorney  General 
James  P.  McGranery,  the  president  wrote:  “As  a  result  of  factors 
which  have  emerged  since  the  institution  of  the  current  grand  jury 
investigation  of  the  international  activities  of  the  major  oil  companies. 

See.  for  exiimple,  “Conference  with  representatives  of  the  Department  of  State,”  pre¬ 
pared  by  George  H.  Schiieller,  August  13,  1952.  According  to  Schueller,  during  this  conference 
Robert  Eakins,  chief  of  the  Department  of  State’s  Petroleum  Policy  St.aff,  thus  suggested  the 
Middle  East  situation  as  one  problem  on  which  there  .should  be  close  consultation.  He 
emphasized  the  delicate  nature  of  this  problem,  the  pre.sence  of  national  security  interests, 
and  the  importance  of  keeping  oil  interests  in  the  Middle  Ea.st  in  the  hands  of  United  States 
nationals.  DOJ,  60-57—140.  See  also  “Memorandum  re  Pending  Criminal  Proceedings  Against 
Oil  Companies,”  January  21,  1953,  ibid.  For  the  oil  company’s  campaign  against  the  FTC 
report,  see  “Editorials,  News  Stories,  Articles,  and  Other  References  Indicating  Attacks  on 
FTCs  Oil  Cartel  Report,”  October  17  and  December  16,  1952,  Stephen  J.  Springam  Papers, 
Rox  47  (Harry  S.  Truman  Library,  Independence,  Missouri).  See  also  Engler,  The  Politico 
of  Oil,  209-212. 

20  “Memoriuldum  for  the  Secretary,”  November  26,  19.52,  DOJ,  60—57—140.  See  also 
W.  B.  Watson  Snyder  to  H.  G.  Morison,  J.anuary  23,  1952  and  George  B.  Haddock  to  Newell 
A.  Clapp,  August  22,  1952,  ibid;  Emanuel  Celler  to  Harry  S.  Truman,  OF  134—138,  Harry 
S.  Truman  Papers  ( Harry  S.  Truman  Library,  Independence,  Missouri ). 
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I  am  of  the  opinion  that  the  interest  of  national  security  might  be 
best  served  at  this  time  by  resolving  important  questions  of  law  and 
policy  involved  in  that  investigation  in  the  context  of  civil  litigation 
rather  than  in  the  context  of  criminal  proceedings.”  ■' 

The  Justice  Department  yielded  to  the  president  by  dropping  its 
criminal  investigation.  Not  until  President  Eisenhower  had  been  in 
office  for  three  months  did  the  Department  even  resume  its  case,  this 
time  filing  a  civil  action  with  the  federal  district  court  of  Washington, 
D.C.  in  which  it  charged  an  international  conspiracy  by  the  major 
oil  companies  to  restrain  American  foreign  and  domestic  commerce 
by  controlling  the  world’s  production,  refining,  and  distribution  of 
oil.  Two  months  later  the  court  transferred  the  case  to  the  Southern 
District  of  New  York  for  final  disposition."- 

By  following  the  advice  of  his  national  security  advisers,  Truman 
had  seriously  damaged  the  Justice  Department  suit  even  before  it 
was  filed.  In  simplest  terms  he  helped  develop  a  defense  for  the  oil 
companies  against  Justice  Department  charges  of  antitrust  violations. 
The  oil  companies  were  serving  a  vital  national  function  abroad, 
they  were  now  able  to  argue,  helping  to  protect  the  free  world  against 
communist  inroads.  To  attack  the  oil  companies  on  obscure  and 
unfounded  grounds  of  conspiring  to  control  world  markets  and  to 
restrain  world  trade  was  to  invite  Soviet  expansion  into  the  Midcast 
and  other  oil  producing  regions.  Besides,  the  government  had  just 
granted  the  oil  majors  antitrust  immunity  on  the  grounds  of  serving 
the  national  interest.  How  could  that  same  government  now  seek  to 
prosecute  the  oil  companies  for  violating  the  national  interest  through 
an  alleged  antitrust  conspiracy?  These  themes  oil  company  executives 
would  continue  to  stress  for  the  next  fifteen  years.*® 

The  Justice  Department  was  fully  aware  of  the  implications  of 
Truman’s  actions  for  their  suit  against  the  oil  majors.  During  the 
Iranian  crisis,  the  Department  had  agreed  only  reluctantly  to  the 
Defense  Production  Act  exemption  of  oil  from  the  antitrust  laws, 
emphasizing  the  limited  nature  of  the  exemption  and  providing  for 
government  supervision  of  the  proceedings  of  the  Foreign  Petroleum 
Supply  Committee  established  according  to  the  provisions  of  the 
Defense  Production  Act.  More  important,  at  the  meeting  before 
Truman’s  decision  to  drop  criminal  proceedings  against  the  oil 

21  Truman  to  McGranery,  January  12,  1953,  DOJ,  60-57—140. 

22  Englcr,  The  Politics  of  Oil,  21^217. 

23  See,  for  example,  Oscar  John  Dorwin  to  Assistant  Attorney  General,  May  23,  1957  and 
Dorwin,  “Memorandum  for  the  Department  of  State  of  the  Views  of  the  Texas  Company,” 
June  25,  1958;  Herman  J.  Schmidt  to  Secretary  of  State,  June  5,  1958;  Oscar  J.  Dorwin  to 
Lee  LoevinRer,  November  15,  1961;  D.ivid  Habemian  for  61es,  January  24,  1962,  DOJ, 
60-57-140. 
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majors,  Department  officials  had  warned  of  the  danger  of  relying  on 
private  business  interests  to  carry  out  national  policy.  Nevertheless, 
the  Department’s  hands  had  been  tied  by  the  national  security  con¬ 
siderations  growing  out  of  the  hardening  Cold  War.'^ 


Actions  Under  the  Eisenhower  Administration 

The  Justice  Department  fared  little  better  under  the  new  adminis¬ 
tration,  through  whose  actions  the  Department  was  forced  ultimately 
to  limit  its  suit  to  marketing  and  price-fixing  arrangements  only.  In 
these  matters  the  Department  did  achieve  some  notable  successes, 
forcing  the  breakup  of  a  major  marketing  organi/ation,  Stanvac. 
which  was  jointly  owned  by  Jersey  and  Socony,  and  the  partial  break¬ 
up  of  a  second  marketing  firm,  Caltex,  jointly  owned  by  Texaco  and 
Socal.  The  Department  also  ended  a  number  of  anticompetitive 
marketing  arrangements,  involving  Gulf,  Texaco,  British  Petroleum, 
Royal  Dutch  Shell,  and  Jersey.  However,  these  were  very  limited 
victories  since  the  basic  structure  of  oil  operations  abroad  —  joint 
production,  refining,  and  transportation  —  remained  untouched.  The 
result  was  that  while  some  antitrust  relief  was  obtained  and  certain 
cartel  arrangements  broken,  the  oil  majors  succeeded  in  keeping  their 
firm  grip  on  Mideast  oil  through  most  of  the  1960s,  dictating  world 
prices  and  keeping  independents  out  of  the  region. 

It  would  be  easy  to  attribute  this  success  to  the  warm  relationship 
that  existed  between  the  oil  industry  and  the  Eisenhower  Administra¬ 
tion.  Certainly  the  Department  of  Interior,  many  of  whose  top  offi¬ 
cials  were  closely  tied  to  the  major  oil  companies,  played  an  obstruc¬ 
tionist  role  throughout  most  of  the  antitrust  proceedings,  defending 
the  actions  of  the  oil  majors  in  the  Mideast,  and  even  refusing  to  make 
available  to  the  Justice  Department  requested  documents  on  oil  op¬ 
erations  abroad.  Furthermore,  President  Eisenhower  himself  enjoyed 
friendly  personal  relations  with  a  number  of  oil  leaders,  who  had 
an  opportunity  to  influence  his  oil  policies."  ’ 

The  final  outcome  of  the  oil  cartel  case  was  far  more  involved. 

“Report  of  the  Attorney  General  to  the  National  Security  Council  Relative  to  the  Grantl 
Jury  InvestiRation  of  the  International  Oil  Cartel  —  January  I,  1953”  and  ‘‘Memorandum  for 
the  Attorney  General”  by  Robert  S.  Cutler,  DOJ,  60—57—140.  See  also  W.  B.  Watson  Snyder  to 
II.  G.  Morison,  January  23,  1952,  ibid.  The  Justice  Department  had  quite  early  t.iken  the 
position  that  it  would  not  use  private  interests  for  public  policy  purposes.  See,  for  example, 
Johnston  Avery  to  John  C.  Stedman,  May  31,  1949,  ibid. 

The  Department  of  Interior  had  been  uncooperative  and  defensive  of  the  oil  companies 
even  before  the  civil  suit  was  filed.  See  Secretary  of  Interior  Oscar  L.  Chapman  to  Attorney 
General  James  P.  McGranery,  January  17,  1953,  ibid.  See  also  Clarence  A.  Davis  (ActinR 
Secretary  of  Interior)  to  Attorney  General  Herbert  Brownell,  Jr.,  May  1,  1956,  ibid.  See  also 
Robert  Engler,  Politics  of  Oil,  esp.  92-94,  126—128,  245-246,  and  358-359. 
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however,  than  this  analysis  suggests.  For  one  thing,  such  an  explana¬ 
tion  assumes  a  homogeneity  of  oil  interests  during  the  1950s  (and 
into  the  1960s)  that  never  existed.  Congressional  hearings  in  the 
1950s  reveal  that  the  story  of  American  oil  in  that  decade  was  one 
of  bitter  warfare  between  producer  and  refiner,  major  and  indepen¬ 
dent,  distributor  and  consumer,  each  seeking  to  protect  its  own 
interest  against  the  other,  generally  through  complex  and  varying 
alliances.  Moreover,  to  the  extent  that  Eisenhower  participated  in 
this  maze,  it  was  to  support  independent  domestic  producers  who 
felt  threatened  by  increased  imports  of  cheap  foreign  oil  by  the 
majors.'*’ 

More  fundamental  to  the  disposition  of  the  oil  cartel  case  was  the 
intrusion  of  the  Cold  War  into  domestic  policy.  Like  his  predecessor, 
Eisenhower  subordinated  antitrust  considerations  to  the  exigencies 
of  the  Cold  War.  In  the  process  he  encouraged  and  then  approved 
arrangements  among  the  oil  majors  that  practically  assured  that  their 
dominance  of  foreign  oil  would  be  protected  from  antitrust  attack. 

That  foreign  policy  rather  than  antitrust  considerations  would 
continue  to  determine  the  final  outcome  of  the  cartel  case  was  made 
clear  soon  after  the  Justice  Department  filed  its  civil  suit.  Department 
officials  decided  to  confine  their  action  to  those  firms  headquartered 
and  doing  their  principal  business  in  the  United  States,  therebj  ex¬ 
cluding  as  defendants,  British  Petroleum,  Royal  Dutch  Shell,  and 
even  Aramco.  This  decision  was  reached  at  the  highest  levels  of 
government  and  under  great  pressure  from  the  Department  of  State, 
which  was  concerned  by  the  policy  implications  of  a  more  general¬ 
ized  antitrust  case.  By  approving  an  NSC  memorandum  stating  “that 
the  enforcement  of  the  antitrust  laws  of  the  United  States  against  the 
western  oil  companies  operating  in  the  Near  East  [were]  to  be 
deemed  secondary  to  the  national  interest,”  Eisenhower  made  clear 
that  he  was  in  full  agreement  with  this  approach  to  the  suit.'’ 

In  fact,  Eisenhower’s  major  concern  relative  to  the  cartel  case  was 
a  favorable  settlement  of  the  oil  impasse  in  Iran.  Accepting  as  his 
own  Truman’s  plan  of  gaining  an  American  presence  in  Iran,  Eisen¬ 
hower  appointed  Herbert  Hoover,  Jr.  as  his  personal  emissary  to 
travel  between  the  American  majors,  British  Petroleum,  and  the 

Senate  Committee  on  the  Judiciary  and  Senate  Committee  on  Interior  and  Insular  Affairs, 
Joint  Ucarinns,  Emeruency  Oil  Lift  Pronram  and  Related  Problems  (Washington,  D.  C.,  1957). 
See  also  Enfiler,  Polities  of  Oil,  78-79,  143-146,  231-237  and  35.5-371. 

27  Senate  Foreign  Relations  Committee,  Siihcommittee  on  Multinational  Corporations, 
Committee  Print,  Multinational  Corporations  and  V.  S.  Foreign  Polieij,  65-66.  See  also  Walter 
Bedell  Smith  to  Attorney  General  Herbert  Brownell,  Jr.,  April  27,  19.53  and  Wilbur  L.  Fugate 
to  Stanley  L.  Barnes,  January  24,  1956,  DOJ,  60-.57-140. 
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Teheran  government  in  order  to  establish  an  international  consortium 
to  work  the  Iranian  oil  fields.*’^ 

The  oil  majors,  which  had  abundant  supplies  of  oil  elsewhere, 
including  the  United  States,  were  by  no  means  eager  to  enter  an 
Iranian  consortium.  They  made  it  clear  to  the  administration  that 
they  would  do  so  only  in  the  interest  of  national  security,  that  is,  to 
protect  American  interests  against  communist  expansion,  and  only  if 
they  were  promised  antitrust  immunity  in  the  production  of  Iranian 
oil.  “1  note  that  ‘the  National  Security  Council  has  determined  that  it 
is  the  security  interests  of  the  United  States  that  United  States  petro¬ 
leum  companies  participate  in  an  international  consortium  to  contract 
with  the  Government  of  Iran’,”  the  chairman  of  the  Board  of  Texac-o, 
J.  S.  Leach,  wrote  to  Undersecretary  of  State  Walter  Bedell  Smith  in 
February,  1954,  “We,  of  course,  desire  to  cooperate  in  every  way  with 
the  National  Security  Council.  .  .  .  However,  as  we  wish  to  be  quite 
sure  that  the  Attorney  General  is  satisfied  that  all  final  agreements 
which  are  executed  pursuant  to  the  proposed  plan  will  not  separately 
or  collectively  constitute  a  violation  of  the  antitrust  laws,  or  create  a 
violation  of  antitrust  laws  not  already  existing,  we  feel  that  we  should 
not  become  finally  obligated  under  any  agreement  or  understandings 
in  pursuance  of  such  plan,  until  they  have  been  first  examined  and 
approved  by  the  Attorney  General.”  ~  ‘ 

The  Eisenhower  Administration  bowed  to  these  demands  of  the 
oil  majors.  The  Department  of  Justice  granted  a  newly  formed 
Iranian  oil  consortium  consisting  of  British  Petroleum,  Royal  Dutch 
Shell,  the  five  American  majors,  and  a  number  of  smaller  indepen¬ 
dents  antitrust  immunity  in  the  exploration,  production,  and  refining 
of  Iranian  oil.'’" 

Eisenhower’s  decision  to  permit  the  formation  of  the  Iranian  con¬ 
sortium  (which  was  reluctantly  approved  once  more  by  the  Justice 
Department  on  the  grounds  of  national  security)  undercut  much  of 
the  Department’s  case  against  the  majors.  While  Attorney  General 
Brownell  gave  only  a  qualified  opinion  of  the  consortium’s  legality 
and  reserved  the  right  to  prosecute  the  case,  his  opinion  had  an 

See  various  memoranda  in  Senate  ForeiRn  Relations  Committee,  Subcommittee  on 
Multinational  Corporations,  Committee  Print,  The  International  Petroleum  Cartel,  the  Iranian 
Consortium  and  U.  S.  National  Security  (WashinRton,  D.  C.,  1074),  33-95. 

Leach  to  Smith,  February  16,  1954.  DOJ,  60— .57— 140.  See  also  Smith  to  Leach, 
January  28,  1954,  ibid.  According  to  the  Department  of  Justice,  following  the  Iranian 
embargo,  a  group  of  oil  company  representatives,  known  only  by  the  initials,  “G.A.C.,”  began 
operating  in  New  York  City  as  a  private  purchasing  agency  to  fill  the  orders  of  alleged  cartel 
members  for  shipment  to  Europe.  Spot  shortages  of  oil  in  the  United  States  were  alleged  to 
be  due  to  the  purchasing  activities  of  G.A.C.,  “Memorandum  for  the  Attomc-y  General,”  June' 
24,  1952,  ibid. 

30  W.  B.  Watson  Snyder  to  Assistant  Attorney  General  Stanley  N.  Barnes,  September  16, 
1954,  DOJ,  60-57-140. 
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obvious  detrimental  effect  upon  the  government’s  ease  against  joint 
exploration,  production,  and  refining,  since  it  was  not  prepared  to 
prosecute  the  very  actions  that  it  had  just  encouraged  and  sanctioned 
in  the  name  of  the  national  interest.  Officials  within  the  Justice  De¬ 
partment’s  Antitrust  Division,  who  were  responsible  for  bringing  the 
case  to  trial,  were  fully  aware  of  the  difficult  position  in  which  they 
had  been  placed  as  a  result  of  the  Iranian  settlement.  While  officially 
still  seeking  redress  in  these  areas,  as  well  as  in  marketing  and  price- 
fixing,  they  actually  narrowed  their  action  to  the  last  two  points  only."" 

The  suit  itself  moved  slowly  through  the  courts  from  1954  to  1960. 
With  considerable  success  the  oil  companies  fought  a  scries  of  legal 
.skirmishes  in  an  effort  to  prevent  disclosure  of  the  details  of  their 
foreign  operations.  Their  most  compelling  argument  —  and  one 
which  weighed  heavily  with  the  courts  —  was  that  production  of 
documents  located  abroad  would  be  resisted  by  host  governments 
as  violating  national  .sovereignty.  In  this  argument  the  companies 
were  supported  by  the  British,  French,  and  Dutch  governments, 
•which  refused  the  release  of  any  doeiiments.^' 

During  the  “Suez  Crisis”  of  1956,  following  the  second  Arab-Israeli 
War,  the  ease  was  suspended  for  nearly  a  year.  Once  more  respond¬ 
ing  to  the  fear  of  an  oil  shortage  in  Europe  ( as  a  result  of  the  closing 
of  the  Suez  Canal  and  the  cutting  of  the  Iraq  pipeline  to  the  Mediter¬ 
ranean),  the  administration  actually  granted  the  defendants  and  eo- 
conspirators  immunity  from  the  antitrust  laws  in  order  to  establi.sh 
the  Middle  East  Emergency  Committee  (MEEC).  This  committee 
was  part  of  a  plan  of  action  to  meet  Europe’s  oil  needs,  a  plan  per¬ 
mitted  under  the  Defense  Production  Act  of  1950,  which,  it  will  be 
recalled,  granted  antitrust  immunity  in  instances  in  which  national 
security  was  involved.  Through  MEEC  the  oil  companies  were  per¬ 
mitted  to  work  together  in  lifting  oil  to  Europe  without  fear  of  anti¬ 
trust  proseeution.'*"* 

Limiting  Action  to  Joint  Marketing  and  Price  Fixing 

Toward  the  end  of  1957  the  Justice  Department,  willing  by  this 
time  to  settle  its  ease  in  return  for  relief  in  matters  of  joint  marketing 

■11  Ihid 

•TJ  Wilbur  FiiKutc  to  Victor  R.  Hansen,  June  3,  19.57,  DOJ,  60-.57— 140.  See  also  Max 
Freeman  to  Leonard  Einmerdlick,  October  16,  195.3;  Barbara  J.  Svedberj;  for  files,  June  27, 
19.56;  Oscar  John  Dorvvin,  ’‘Memorandum  for  the  Dr'partment  of  St:ite  of  the  Views  of  the 
Texas  Company,”  June  25,  1958;  Wilbur  FuKate  to  Lee  LoevinKer,  April  13,  1961,  ihid. 

S-'t  Senate  Committee  on  the  Judiciary  and  Sen.ate  f^ommittee  on  Interior  and  Insular 
Affairs,  Johit  Ilcaritifis,  Emcrf’cnctj  Oil  Lift  Proflram  and  Related  Problems,  esp.  1—9,  762-869 
and  1003-1336;  Sen;ite  Committee  on  the  Judiciary,  Petroleum,  the  Antitrust  Laws  and 
Gorernment  Policy  (Washington,  19.57),  19—22,  25—26,  and  51-5.5.  See  also  Engler,  The 
Politics  of  Oil,  30.5-307. 
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and  price  fixing  only,  decided  to  begin  formal  consent  negotiations 
with  the  defendants.  The  crisis  of  the  previous  year  made  a  settle¬ 
ment  of  the  case  seem  imperative.  Presiding  Judge  John  Cashin 
urged  an  out-of-court  settlement,  noting  that  a  public  trial  would 
have  dangerous  foreign  policy  implications  in  the  Mideast  and  Vene¬ 
zuela.  Attorney  General  Brownell,  who  now  applied  his  own  pressure 
for  a  settlement,  made  much  the  same  point,  while  also  emphasizing 
the  national  security  importance  of  government-industry  cooperation 
in  foreign  oil  producing  regions.’^ 

Gulf  Oil,  which  had  been  the  most  cooperative  of  the  defendants 
in  producing  foreign  documents  —  and  against  whom  the  government 
admitted  it  had  one  of  its  weakest  cases  —  appeared  ready  to  settle, 
probably  because  it  had  less  to  lose  than  the  other  majors.  The  gov¬ 
ernment’s  suit  against  Gulf  rested  largely  on  the  latter’s  agreement 
with  Royal  Dutch  Shell  to  sell  Shell  virtually  its  entire  production  of 
Kuwait  oil,  which  Shell  then  marketed  in  the  Eastern  Hemisphere, 
allegedly  according  to  “As  Is”  stipulations.  The  government  sought 
to  end  this  agreement  ( which  also  contained  marketing  prohibitions 
against  Gulf  in  Shell  territories)  while  requiring  Gulf  to  set  aside  a 
portion  of  its  Kuwait  production  for  sale  to  independents.  Foreign 
marketing  was  involved  only  indirectly  in  the  case  against  Gulf. 
According  to  the  government.  Gulf  shared  profits  and  losses  with 
Shell  on  its  Kuwait  oil.  Gulf  was  willing  to  settle,  therefore,  provided 
the  consent  agreement  protected  Gulf’s  sales  to  Shell  without  forcing 
Gulf  to  admit  to  a  joint  marketing  conspiracy.”’ 

Jersey  also  seemed  willing  to  settle  with  the  government.  Because 
of  national  security  reasons,  the  government  by  1957  had  reduced 
its  case  against  Jersey  from  sixteen  points  to  only  eight.  While  none 
of  these  called  for  divestiture  or  dissolution  of  Jersey’s  widely  diversi¬ 
fied  joint  producing,  refining,  or  pipeline  ventures  abroad,  they  did 
call  for  relief  in  the  areas  of  marketing  and  price-fixing.  Substantial 
differences  still  remained  between  Jersey  and  the  government  on  a 
number  of  issues  involving  these  matters,  such  as  the  government’s 
insistence  that  Jersey  limit  the  amount  of  offtake  (oil)  it  took  from 
any  of  its  joint  production  companies.  However,  Jersey  consented  to 
a  number  of  government  demands,  the  major  one  being  the  separa- 

Wilbur  FuR.itc  for  files,  April  12,  1957;  Oscar  John  Dorvvin  to  Victor  R.  Hansen, 
May  23,  1957;  “Memorandum  for  the  Attorney  General,'’  June  20,  1957;  Wilbur  FuRate  for 
files,  December  3,  1957,  DOJ,  60-57-140. 

•t--'  Wilbur  FuRate  to  Stanley  L.  Barnes,  November  3,  1955,  ihid. 

Wilbur  FuRate  to  Robert  A.  Bicks,  November  15,  1957;  Wilbur  Fugate  for  Files, 
November  6,  1957;  Wilbur  L.  Fugate  to  Robert  A.  Bicks,  October  30,  19.57;  Wilbur  Fugate 
for  Files,  November  25,  1957;  Wilbur  Fugate  to  V’ictor  R.  Hansen;  December  5,  1957,  ibid. 
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tion  of  the  marketing  assets  of  Stan  vac,  a  joint  Jersey-Socony  com¬ 
pany  and  one  of  the  major  marketing  companies  east  of  Suez.” 

Actually,  dissolution  of  Stanvac  as  a  joint  marketing  venture  would 
have  been  far  less  injurious  to  Jersey  than  to  Socony  since  the  former 
(unlike  Socony)  was  strong  enough  to  compete  on  its  own  against 
Stanvac’s  principal  business  rivals.  Royal  Dutch  Shell  and  British 
Petroleum.  Nevertheless,  the  goveniment  considered  Jersey’s  con¬ 
cession  on  Stanvac  a  major  breakthrough  in  its  cartel  case.  Notwith¬ 
standing  remaining  differences,  a  settlement  with  Jersey  seemed  pos¬ 
sible.  Justice  Department  officials  were  persuaded  that  such  an  agree¬ 
ment  along  with  one  from  Gulf  would  force  the  other  defendants  to 
come  to  terms.  “Defendants  Socony,  Socal  and  Texaco  have  informed 
us  that  they  are  not  interested  in  a  consent  judgment,  at  least  at 
present,”  Assistant  Attorney  General  Victor  Hansen  remarked  in 
urging  continuation  of  negotiations  with  Jersey.  “However,  a  consent 
judgment  with  Jersey,  and  perhaps  Gulf,  might  result  in  change  of 
position  by  the  other  defendants.” 

What  Hansen  failed  to  comprehend  was  the  recalcitrance  of  the 
other  defendants,  especially  Socal  and  Socony.  None  of  these  com¬ 
panies  was  as  strong  as  Jersey  abroad  and  each  relied  heavily  on  its 
jointly  -owned  subsidiaries  in  order  to  meet  competition  overseas. 
Without  Stanvac,  Socony’s  position  east  of  Suez  would  be  jeopard¬ 
ized.  Likewise,  Texaco  and  especially  Socal  depended  on  their  mar¬ 
keting  subsidiary,  Galtex,  to  sell  their  share  of  Aramco’s  offtake. 
Unwilling  to  agree  to  the  breakup  of  Stanvac  or  Galtex  or  to  major 
changes  in  ownership  and  operations,  as  insisted  upon  by  the  gov¬ 
ernment,  the  three  defendants  rejected  consent  settlements.'*”  For 
its  part,  the  Justice  Department,  having  decided  earlier  not  to  settle 
with  one  defendant  without  reaching  agreement  with  all  ( since  any 
later  court  judgment  might  affect  prior  consent  agreements ),  dropped 
its  negotiations  with  Gulf  and  Jersey.^” 

Even  as  these  negotiations  had  been  taking  place,  a  number  of 
congressmen,  including  Senators  Joseph  O’Mahoney  of  Wyoming 
and  Estes  Kefauver  of  Tennessee,  who  had  learned  of  the  talks,  had 

37  Wilbur  Fugate  for  Files,  April  4,  1957;  “Memorandum  for  the  Attorney  General,” 
June  20,  1957,  ibid. 

3s  “Memorandum  for  the  Attorney  General,”  June  20,  1957. 

•3!' Wilbur  Fugate  for  Files,  December  3,  1957;  Oscar  John  Dorwin  to  Assistant  Attorney 
General,  May  23,  19.57,  ibid.  See  also  Robert  A.  Bicks  for  Files,  December  6,  1957  and 
Barbara  J.  Svedberg  for  Files,  June  27,  1956.  Tbe  latter  memorandum  concerns  a  discussion 
that  Svedberg  had  with  Texaco’s  chief  counsel,  Oscar  John  Dorwin.  According  to  Svedberg, 
Dorwin  remarked,  with  reference  to  breaking  up  Galtex  that  “they  [Texaco]  would  carry  the 
case  to  the  Supreme  Court  on  this  issue  alone,  that  they  would  ‘go  on  like  this  for  ten  or 
fifteen  years  before  breaking  up  Galtex.’  ” 

ti*  Wilbur  Fugate  for  Files,  December  4,  1957  and  Robert  Bicks  for  Files,  December  6, 
1957.  ibid. 
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begun  to  complain  about  the  possibility  of  an  out-of-court  settle¬ 
ment  of  the  cartel  case.  As  members  of  the  Senate’s  Antitrust  and 
Monopoly  Subcommittee,  which  was  investigating  the  MEEC,  they 
were  persuaded  that  the  issues  involved  in  the  cartel  case  were  too 
important,  both  from  the  point  of  view  of  foreign  policy  and  the 
national  economy,  not  to  be  decided  publicly.  As  O’Mahoney  wrote 
to  Attorney  General  William  P.  Rogers  in  November,  1957  with  re¬ 
spect  to  the  case,  “This  is  a  question  of  foreign  policy.  It  may  be  a 
question  of  national  security,  and  it  is  surely  a  question  of  antitrust 
law  and  policy.”  " 

Nevertheless,  the  general  sentiment  within  the  administration,  gov¬ 
ernment,  and  business  remained  one  of  settling  without  public  trial, 
especially  since  concern  was  growing  in  public  and  private  circles 
that  the  Soviet  Union  might  seek  to  unbalance  the  western  marketing 
structure  by  dumping  its  own  surplus  supplies  of  oil  on  the  VVT*st. 
Gulf  and  Jersey  were  already  willing  to  settle  provided  some  unre¬ 
solved  dilferences  and  minor  technicalities  in  language  could  be 
worked  out.  At  the  same  time,  lawyers  for  the  three  other  defendants 
pressed  the  foreign  policy  importance  of  not  embarrassing  the  oil 
companies  through  public  disclosure  of  their  activities  while  at  the 
same  time  noting  their  own  contribution  to  national  security  by  pro¬ 
viding  the  western  world  with  oil  at  stable  prices  and  preventing  the 
spread  of  communism.  Administration  officials  for  the  most  part  ap¬ 
pear  to  have  accepted  the  industry’s  arguments.^' 

The  major  break  in  the  cartel  ease  came  finally  in  1959  when,  after 
years  of  delay.  Judge  Cashin  ordered  the  defendants  to  produce 
foreign  documents  in  response  to  government  interrogatories.  In 
reaching  this  decision,  which  was  made  only  after  obtaining  State 
Department  approval,  Cashin  was  clearly  trying  to  apply  pressure 
on  the  defendants  to  reach  settlement  without  having  to  go  to  trial. 
According  to  the  prosecuting  attorney,  Wilbur  Fugate,  Cashin  had 
told  him  earlier  that  while  he  ( Cashin )  thought  an  order  to  produce 
foreign  documents  “might  hurt  the  companies  in  their  dealings  with 
foreign  governments,”  he  also  believed  that  “the  overhanging  threat 
of  an  order  might  induce  the  defendants  to  settle  the  case.”  At  the 
same  time,  Cashin  applied  pressure  on  the  Justice  Department  for  a 
quick  settlement.^'* 

•*>  O’Mahoney  to  Rogers,  November  20,  1957,  ibid.  See  also  Kefauver  to  Assistant  Attorney 
General,  December  27,  1957;  Victor  Hansen  to  O’Mahoney  and  to  Kefauver,  January  7, 
1958,  ibid. 

■I-  See,  for  example,  Wilbur  Fugate  to  W.  Wallace  Kirkpatrick,  November  10,  1960  and 
Oscar  J.  Dorwin  to  Assistant  Attorney  General  Lee  Loevinger,  November  15,  1960,  ibid. 

■••'I  Wilbur  Fugate  to  Robert  A.  Ricks,  December  10,  1959,  ibid.  See  also  Fugate  to  Bicks, 
June  26,  1959;  Fugate  to  Victor  Hansen,  January  19,  1959;  Fugate  to  Lee  Loevinger,  April 
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Cashin  s  decision  to  threaten  the  oil  companies  while  continuing 
to  press  the  Justice  Department  for  a  settlement  broke  the  impasse 
that  had  developed  following  the  negotiations  of  1957.  Although 
Socal,  Socony,  and  Texaco  continued  to  hold  out  against  a  consent 
agreement,  the  latter  two  softened  their  position.  For  example, 
Socony  worked  out  a  plan  under  which  Jersey  would  take  over  Stan- 
vac  facilities  in  a  majority  of  countries  and  Socony  in  the  remainder. 
Socony  would  be  compensated  for  the  imbalance  through  various 
offtake  and  other  product  deals  involving  both  companies’  produc¬ 
ing  and  refining  facilities  throughout  the  world.  Joint  activities,  in¬ 
cluding  marketing,  would  continue  in  such  places  as  Pakistan,  the 
Philippines,  Australia,  and,  at  least  temporarily,  Japan.^^ 

Significantly,  the  Justice  Department  made  it  clear  to  Jersey  that 
it  “did  not  see  any  insuperable  obstacles  to  a  decree  along  the  lines 
. . .  mentioned,”  although  it  continued  to  object  to  a  number  of  aspects 
of  this  arrangement,  such  as  the  exchange  deals  involving  crude  and 
products,  and  the  fact  that  Jersey  would  obtain  all  Stanvac’s  assets  in 
particular  countries.  Justice’s  position  represented  a  substantial  re¬ 
versal  of  its  earlier  policy  of  1957  when  it  refused  to  countenance 
Jersey’s  unilateral  control  of  any  of  Stanvac’s  former  assets.  Signifi¬ 
cantly  also.  Justice  appeared  ready  to  drop  its  previous  position  of 
insisting  upon  consent  agreements  with  all  defendants  rather  than 
settling  with  one  or  two  only  in  the  hope  that  the  others  would 
follow.'*'* 

The  Settlements 

With  all  parties  in  the  cartel  case  more  amenable  to  settlement 
( except  for  Socal,  which  remained  intransigent  over  the  breakup  of 
Caltex)  the  Justice  Department  reopened  its  consent  talks  with  the 
defendants.  After  .some  negotiation,  it  leached  settlement  with  Jersey 
and  Gulf  very  much  along  the  lines  of  the  1957  agreements  except 
with  respect  to  Stan  vac.  By  the  settlement  reached  with  Jersey  in 
November,  1960,  Jersey  consented  to  the  breakup  of  Stanvac  as  a 
joint  marketing  venture  with  Socony.  However,  the  judgment  pro¬ 
vided  for  a  division  of  Stanvac’s  marketing  assets  only  rather  than 
a  separation  of  all  Stanvac’s  assets,  which  included  transportation  and 


13,  1961;  Herniiin  J.  Schmidt  to  Secretary  of  Stale,  June  5,  19.58;  “Draft  Memorandum  of 
the  Department  of  Slate  ReRardint;  the  Plaintiff’s  Motion  for  Production  of  Documents," 
July  11,  19.58;  Rohert  Murphy  to  Victor  R.  Hansen,  September  16,  1958;  “Memorandum  for 
Attorney  General,”  September  19,  19.58,  ibid. 

Wilbur  Fugate  for  Files,  November  13,  1959,  ibid. 

45  Ibid. 
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refining  facilities.  The  Jersey  decree  also  enjoined  agreements  and 
combinations  between  Jersey  and  any  of  its  competitors  to  fix  prices, 
agree  upon  quotas,  or  regulate  production  of  foreign  oil.  Combina¬ 
tions  involving  Jersey  (apart  from  permitted  joint  production  and 
refining  ventures)  were  also  prohibited  from  allocating  or  limiting 
production  of  crude  oil  in  any  foreign  country  and  from  limiting  the 
United  States’  imports  and  exports  of  crude  oil  and  petroleum  prod¬ 
ucts.  Jersey  was  also  enjoined  from  agreeing  with  competitors  to 
exclude  third  persons  from  competition  in  a  foreign  country  in  the 
production,  refining,  distribution  or  sale  of  crude  oil.  Finally,  the 
multinational  giant  was  prohibited  from  using  exchanges  of  crude 
oil  or  products  as  a  means  of  implementing  divisions  of  markets  or 
restricting  imports  into  the  United  States.^” 

The  Gulf  decree  followed  very  much  the  same  lines  as  the  Jersey 
settlement,  except  that  in  the  case  of  Gulf,  no  marketing  subsidiary 
was  involved.  However,  Gulf  had  to  consent  to  eliminate  the  restric¬ 
tive  marketing  provisions  of  its  contract  with  Royal  Dutch  Shell  for 
Kuwait  oil  while  setting  aside  100,000  barrels  per  day  of  Kuwait  pro¬ 
duction  for  a  period  of  ten  years  for  sale  to  independent  companies.^’ 
In  presenting  the  consent  settlements  to  Judge  Gashin  for  his  final 
approval  and  then  releasing  their  terms  to  the  press,  the  Justice 
Department  purposely  sought  to  avoid  any  reference  to  the  foreign 
policy  and  national  security  considerations  that  had  guided  the  course 
of  the  cartel  case  and  determined  its  final  outcome;  instead,  with 
State  Department  concurrence,  it  chose  to  mask  the  true  purpose 
behind  the  settlements  by  presenting  them  strictly  as  victories  for 
free  trade  at  the  expense  of  multinational  cartels.  However,  those 
responsible  for  bringing  about  the  final  settlement  made  clear  pri¬ 
vately  that  foreign  policy  considerations  —  and  not  free  trade  —  had 
been  the  principal  cause  for  the  settlements.  “I  do  not  intend  to 
bring  into  my  statement  anything  about  national  defense  security 
factors  or  relations  with  foreign  nations,”  Fugate  explained  to  his 
superior,  W.  Wallace  Kirkpatrick,  in  outlining  the  remarks  he  pro¬ 
posed  to  make  to  Gashin: 

If  questioned  as  to  why  joint  production,  refining  and  pipeline  ven¬ 
tures  abroad  were  expressly  not  included  in  the  judgments,  I  could 
remind  the  Court  that  we  have  previously  taken  the  position  that  the 


•*<■>  Wilbur  FuRate  to  Robert  A.  Bicks,  November  17,  1960;  Fufiate  to  Lee  LoevitiRer, 
April  13,  1961,  ibid.  See  also  Fugate  to  Bieks,  October  3  and  10,  1960;  Fugate  to  William 
D.  Kilgore  Jr.,  June  19,  1962,  ibid.  For  the  Department  of  Defense’s  agreement  to  the  consent 
proposal,  see  Vice  Admiral  Burton  B.  Biggs  to  Robert  A.  Bicks,  November  3,  1960,  ibid. 

■ft  Wilbur  Fugate  to  Robert  A.  Bicks,  October  3  and  10,  1960;  Fugate  to  Lee  Loevinger, 
April  13,  1961,  ibid. 
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legality  of  such  joint  ventures  was  mentioned  in  the  complaint  as 
having  been  used  to  implement  the  over-all  conspiracy  charged. 
...  I  could  say,  if  pressed,  that  we  did  not  consider  that  the  case 
necessarily  called  for  divestiture  or  separation  of  the.se  joint  interests, 
and,  moreover,  that  there  were  questions  of  jurisdiction  and  foreign 
law  involved. . . . 

[The  national  defense  argument  which  I  would  not  go  into,  is,  in  a 
nutshell,  that  separating  these  joint  interests  at  this  time  might 
jeopardize  the  position  of  United  States  oil  companies  abroad  vis-a- 
vis  the  Russians.] 

As  for  the  press  release  to  the  public,  the  State  Department  vetoed 
any  language  that  appeared  embarrassing  to  American  oil  interests 
abroad,  such  as  the  fact  that  Stanvac  had  had  a  billion  dollars  in  sales 
the  previous  year.  Instead,  State  chose  to  stress  the  fact  that  the 
settlement  opened  up  markets  to  smaller  American  and  foreign 
companies.^” 

Once  the  Justice  Department  reached  settlement  with  Jersey  and 
Gulf,  the  remainder  of  its  case  against  Texaco,  Socal,  and  Socony 
proved  anticlimactic.  Soon  after  the  Jersey-Gulf  settlements,  Texaco 
indicated  that  it  was  also  ready  to  negotiate  a  final  consent  agreement. 
.\ctually  Texaco  was  finding  its  marketing  relationship  with  Socal  an 
increasing  burden  since  Socal  was  insisting  on  a  50  per  cent  share  of 
certain  of  Texaco’s  planned  ventures  abroad  such  as  in  refining. 
Texaco  was  eager,  therefore,  to  divest  itself  of  Caltex,  believing  that 
it  was  sufficiently  strong  on  its  own  by  now  to  compete  abroad.  ’" 
Moreover,  the  Jersey-Gulf  settlements  increased  the  public  pressure 
on  Texaco  for  a  settlement.  The  major  obstacle  to  an  agreement  was 
Texaco’s  desire  to  be  able  to  enter  joint  ventures  with  other  defen¬ 
dants  and  co-conspirators,  action  which  the  Justice  Department  ex¬ 
pressly  opposed.  Also,  Socal  remained  unwilling  to  break  up  Caltex, 
which  was  the  government’s  principal  objective  in  its  suit  against 
Texaco.  Finally,  however,  Texaco  yielded  to  most  of  the  govern¬ 
ment’s  demands.  In  1963  the  corporation  reached  an  agreement 
largely  along  the  lines  of  the  previous  settlements  with  Jersey  and 

FiiKiJte  to  Kirkpatrick,  November  10,  1960,  ibid.  According  to  Fugate,  in  accepting  the 
consent  settlements.  Judge  Cashin  himself  “commented  on  the  critical  situation  existing  in 
the  Middle  East  and  in  foreign  countries  generally,  and  stated  again  to  counsel  for  the  other 
defendants  that  he  thought  that  from  the  point  of  view  of  national  defense  and  preserving 
American  interests  abroad,  it  was  very  important  that  the  case  be  settled  as  to  the  other 
defendants.”  Fugate  to  Robert  L.  Bicks,  November  17,  1960,  ibid. 

•»!' Wilbur  Fugate  to  \V'.  Wall.ace  Kirkp.atrick,  November  8,  1960,  ibid. 

•'>•*  David  1.  Haherman  for  Files,  December  7,  1961  and  December  14,  1962,  ibid.  See  also 
Oscar  John  Dorwin  to  Lee  Loevinger,  November  1.5,  1961  and  Loevinger  to  Dorwin,  December 
4,  1961;  Wilbur  Fugate  to  Loevinger,  December  12,  1961,  ibid. 
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Gulf,  except  tliat  Texaco  obligated  itself  to  cooperate  with  the  gov¬ 
ernment  in  bringing  about  the  dissolution  of  Caltex.'" 

As  for  the  two  remaining  defendants,  they  held  periodic  negotia¬ 
tions  with  the  Justice  Department  in  the  years  after  1963  in  which 
they  evinced  some  interest  in  settlement,  especially  since  by  now 
Socony  had  agreed  to  the  divestiture  of  Stanvae  and  Texaco  was 
seeking  to  break  up  Caltex.  In  1967  Soeal  even  accpiiesced  in  the 
voluntary  dissolution  of  Caltex’s  European  assets,  including  all  re¬ 
fining,  marketing,  and  transportation  properties  in  twelve  European 
countries.  But  Socal  would  not  agree  to  a  similar  dissolution  in  the 
sixty  countries  east  of  Sue/  or  in  France,  Spain,  and  Turkey  where 
Socal  felt  its  marketing  position  was  too  weak  to  compete  successfully 
without  Caltex.''* 

\\3iy  Socony  failed  to  agree  to  a  consent  settlement  is  not  entirely 
clear  except  that  its  lawyers  apparently  felt  the  Justice  Department 
would  never  take  its  case  to  trial,  having  gained  the  dissolution  of 
Stanvae  and  the  partial  dissolution  of  Caltex  and  having  won  con¬ 
cessions  in  the  areas  of  joint  marketing  and  price-fixing.’*  In  this 
judgment  Socony’s  lawyers  were  correct.  Despite  the  obvious  limita¬ 
tions  that  dismissal  of  the  case  against  Socony  and  Socal  presented, 
even  in  the  areas  of  markets  and  prices,  and  despite  the  possibility 
that  dismissal  might  be  construed  by'  other  defendants  as  cause  to 
seek  release  from  their  previous  consent  settlements  on  the  grounds 
of  ecpiity,  the  Justice  Department  decided  in  1968  to  drop  its  case 
against  Socal  and  Socony.  As  one  Department  official,  David  I. 
Ilaberman,  explained  as  early  as  1966,  by  this  time  the  case  had  be¬ 
come  stale  and  the  Department  had  “achieved  just  about  all  the 
really  practical  relief  [it]  could  ever  hope  to  gain  even  after  success¬ 
ful  litigation  against  Socony.” 

Moreover,  Justice  lawyers  dismissed  as  unlikely  the  possibility 
that  the  other  defendants  would  use  the  dismissal  of  the  suit  against 
Soeal  and  Socony  as  reason  to  overturn  their  own  cases.  As  Ilaber¬ 
man  also  pointed  out,  with  much  insight,  the  consent  settlements 
protected  these  companies  in  their  joint  production,  refining,  and 
pipeline  ventures  abroad;  the  agreements  amounted  to  giving  these 

David  I.  Ilaberman  to  William  D.  KilRore,  Jr.,  March  1,  1903,  ibid.  FuRalo,  Ftirfitiii 
Commerce  and  the  Antitrust  Law.s,  209. 

David  I.  Ilaberman  to  Alan  Dobc'V,  May  9,  1966,  DOJ,  60— .57— 1-10.  See  also  nnpnb- 
lished  manuscript  prepared  for  Socal  by  Neil  II.  Jacoby,  “Post-War  ChanRes  in  the  ForeiRii 
Oil  Industr>’’’  (1963)  and  Wilbur  FuRate  to  Lee  LoevinRer,  December  12,  1961,  DOJ, 
60-.57-140. 

David  I.  Ilabemian  to  Alan  A.  Dobey,  May  9,  1966,  ibid.  See  also  Wilbur  FuRate  to 
Donald  F.  Turner,  February  14,  1967;  pre-ss  release  of  January  24,  1968,  ibid. 

Dc-partment  of  Justice  press  release,  January  24,  1968;  D;»vid  I.  Ilaberman  to  Allan  A. 
Dobey,  May  9,  1966,  ibid. 
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arrangements  unofficial  government  sanction.’’'’  Foolish  indeed  would 
be  the  oil  company  executive  who  would  risk  losing  this  sanction  by 
attacking  the  consent  agreements  on  the  grounds  of  equity. 

This  latter  point  goes  to  the  heart  of  the  oil  cartel  case  and  points 
out  the  fundamental  weakness  of  the  government  suit  after  the  Iran¬ 
ian  settlement  of  1954.  Joint  marketing  and  price-fixing  agreements 
were  only  the  most  hurdensomc  and  difficult  to  maintain  of  the  many 
parts  of  a  scaffolding  by  which  the  oil  majors  controlled  the  world  s 
flow  of  oil.  Once  these  vertically  integrated  multinational  giants  had 
achieved  control  over  the  bulk  of  foreign  crude  through  a  complex  of 
interlocking  joint  production,  refining,  and  pipeline  ventures  abroad, 
the  rest  of  their  joint  operation  was  really  superfluous.  They  had 
achieved  the  stability  of  flow  and,  hence,  of  prices,  that  had  been 
the  purpose  of  the  original  “As  Is”  arrangements.  No  settlement  that 
attacked  the  tail  but  not  the  head  or  body  of  the  energy  tiger  could 
have  more  than  a  limited  cosmetic  effect  in  unsettling  the  stability  of 
local  market  prices  and  cotiditions  in  the  world’s  consuming  nations.'''’ 

Conclusion 

The  oil  cartel  case  lias  importance  even  beyond  its  eventual  impact 
upon  international  markets  and  price  structures.  In  the  first  place,  it 
prest'iits  an  excellent  study  of  the  way  in  which  the  Cold  War  in¬ 
truded  into  the  domestic  affairs  of  the  United  States,  modifying  and 
distorting  long  held  principles  and  programs  in  behalf  of  the  en¬ 
larged  postwar  concept  of  national  interest  and  security.  In  the  oil 
cartel  case,  the  nation’s  commitment  to  antitrust  in  foreign  as  well 
as  domestic  commerce  was  made  subordinate  to  a  perceived  Soviet 
threat  in  the  third  world  and  to  the  need  to  assure  a  cheap  supply  of 
energy  in  the  presence  of  the  expanding  Cold  War. 

Moreover,  while  the  outcome  of  the  case  was  largely  determined 
by  considerations  of  national  security,  it  was  also  part  of  a  continuing 
pattern  of  tension,  frustration,  and  constraints  within  which  antitrust 
action  had  developed  and  operated  in  the  United  States.  In  this 

David  I.  IlalH'niian  to  Alan  A.  Dobey,  May  9,  19fi6,  ibid.  It  is  iM'rhaps  siuniruaiit  in 
this  rospott  that  in  I9fi8  connsol  for  Jorst-y  made  it  cli-ar  to  tho  Justice  De|iartinenl  that 
Jersey  did  not  desire  dismissal  of  its  consent  settlement  since  “Jersey’s  overseas  operations 
[were]  jrresently  Kuided  hy  the  provisions  of  the  Jersey  decree.”  David  I.  Ilabcrman  for 
Files,  March  I,  1968,  ibid. 

As  David  I.  Ilahemian  of  the  Public  Counsel  and  Legislative  Section  of  the  Justi<-e 
Department  pointed  out  in  I96fi,  “the  real  key  to  the  economic  power  wielded  oversr-as  hy 
the  (Cartel  case  defendants  toKether  with  Ilritish  petroleum  and  Shell  at  least  since  World  War 
II,  has  resiiled  in  the  complex  of  closely  interlocked  joint  ventures  which  they  control  at  some 
of  the  very  industrial  levels  we  have  been  foreclosed  from  challeiiKinj;,  viz.,  crude  production 
and  relinin};.”  Haberman  to  Alan  A.  Dohey,  May  9,  1906,  ibid. 
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respect  it  was  an  element  of  a  yet  larger  pattern  of  private  partner¬ 
ships,  cooperative  arrangements,  and  government-sanctioned  cartel¬ 
ization  that  has  characterized  federal  oil  policy  since  the  beginning  of 
the  century.  As  Gerald  Nash  has  written  about  American  oil  policy, 
“The  first  six  decades  of  the  twentieth  century  witnessed  the  develop¬ 
ment  of  a  consensus  by  business  and  government  concerning  the  ends 
and  means  of  public  policy.  ...  If  monopoly  gave  rise  to  the  antitrust 
movement  in  the  United  States  .  . .  oligopoly  resulted  in  making  gov¬ 
ernment  an  arbiter.” 

No  one  need  doubt,  therefore,  Truman’s  and  Eisenhower’s  sincerity 
in  advocating  free  trade  even  as  they  followed  contrary  policies  with 
respect  to  oil.  No  less  an  advocate  of  international  free  trade  than 
Woodrow  Wilson  had  supported  antitrust  immunity  for  certain  com¬ 
binations  engaged  in  export  trade  when  he  deemed  it  in  the  national 
interest.  In  Truman’s  and  Eisenhower’s  case,  as  in  Wilson’s,  consid¬ 
erations  of  national  interest  instead  of  free  trade  ultimately  deter¬ 
mined  their  foreign  economic  policies  and  programs  to  the  benefit  of 
the  oil  industry.'^'' 

Gerald  D.  Xash,  United  States  Oil  Policy  1H90-1964;  ( Pittsbiiri’h,  1968),  238. 

Kaufman,  Efficiency  and  Expansion,  213-216. 
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By  Jules  R.  Benjamin 

ASSISTANT  PROFESSOR  OF  HISTORY 
WORCESTER  POLYTECHNIC  INSTITUTE 

The  New  Deal,  Cuba,  and  the  Rise  of  a 
Global  Foreign  Economic  Policy 

flBtj  early  1933  President  Roosevelt’s  advisors  concluded  that  the 
United  States  Government  would  have  to  play  a  direct  role  in  the  Cuban 
economy.  That  nation,  economically  dependent  upon  the  North  American 
su"ar  market  and  politically  dependent  through  the  Platt  amendment  that 
gave  the  United  States  the  right  to  intervene  in  its  internal  affairs,  was 
economically  prostrate  and  on  the  verge  of  civil  war.  The  United  States 
proceeded  to  abandon  both  the  free  trade  and  protectionist  doctrines  that 
had  divided  the  President’s  advisors  for  a  program  that  structurally  inte¬ 
grated  United  States-Cuban  trade  and  employed  federal  funds  to  support 
cooperative  Cuban  leaders.  All  irf  thus.  Professor  Benjamin  believes,  fore- 
shadinced  the  massive  foreign  trade  anil  lending  programs  so  common  to 
American  foreign  policy  after  World  War  11. 

It  is  generally  held  that  the  intense  domestic  preoccupations 
of  the  early  New  Deal  were  complemented  hy  a  cautious  and  reactive 
foreign  policy  that  responded  to  a  strong  mood  of  isolationism  in  the 
country.  The  generalization  does  not  apply  to  Cuba,  where  the  level 
and  extent  of  United  States  involvement  actually  increased  during 
the  period.  This  article  explores  the  background  of  this  increased 
involvement  and  its  relationship  to  later  periods  of  United  States 
foreign  policy  that  were  actively  internationalist,  and  seeks  to  show 
that  the  New  Deal  policy  toward  Cuba  in  the  early  1930s  involved 
precedent-setting  actions  that  helped  to  form  the  basis  for  the  global¬ 
ist  perspective  of  the  1940s  and  beyond. 

By  the  spring  of  1933,  economic  depression  and  political  dictator¬ 
ship  had  brought  the  island  of  Cuba  to  the  brink  of  economic  collapse 
and  social  upheaval.  The  billion-dollar  United  States  investment  in 
the  island  was  faced  with  ruin,  and  the  regime  of  President  Gerardo 
Machado,  sustained  for  eight  years  by  Wall  Street  loans  and  State 
Department  policy,  was  engaged  in  what  amounted  to  civil  war 
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against  both  moderate  and  radical  opposition  movements.'  As  con¬ 
ditions  on  the  island  deteriorated,  pressure  arose  from  United  States 
investors,  exporters,  interventionist  Congressmen,  liberal  reform 
organizations,  and  the  exiled  opponents  of  Machado  for  greater 
United  States  involvement  in  Cuban  affairs.*  Spurred  by  this  pres¬ 
sure  and  by  its  own  Wilsonian  proclivities,  the  newly  elected  Roose¬ 
velt  administration  was  already  preparing  to  end  the  passive 
Republican  policy  toward  Cid)a. 

The  Welles  Mission  to  Cuba 

Well  before  inauguration  day,  Franklin  Roosevelt’s  advisors  bad 
been  in  touch  with  both  banking  circles  and  Cuban  exile  groups,  and 
three  men  in  particular  —  businessman  Charles  W.  Taussig,  “Rrain 
Truster”  Adolf  Rerle,  Jr.,  and  diplomat  Sumner  Welles  —  were  hard 
at  work  on  a  new  Cuban  policy.  As  early  as  January  1933,  Welles  had 
begun  gathering  materials  on  the  situation  in  Cuba.  That  same 
month,  Taussig  and  Bcrle  travelled  to  Cuba  in  order  to  learn  the 
stability  of  the  Machado  regime  and  to  lay  the  groundwork  for  an 
economic  solution  to  Cuban  problems,  possibly  on  the  basis  of  a 
reciprocal  trade  agreement,  which  was  a  trade  concept  then  under 
discussion  by  the  “Brain  Trust.”  * 

Notwithstanding  the  chaos  of  the  Hundred  Days  that  followed 
inauguration,  developments  in  Cuba  were  treated  with  great  dis¬ 
patch.  Roosevelt,  who  had  just  appointed  his  old  friend  and  unoffi¬ 
cial  advisor  on  Latin  American  affairs,  Sumner  Welles,  to  the  post  of 
Assistant  Secretary  of  State,  quickly  “promoted”  him  on  April  14  to 
be  United  States  Ambassador  to  Cuba.  So  that  he  might  wield  effec¬ 
tive  influence  over  internal  Cuban  developments,  the  new  Ambassa¬ 
dor  was  authorized  to  employ  two  powerful  instruments:  the  stick 
of  the  Platt  Amendment,  which  gave  the  U.S.  the  right  to  intervene 
in  Cuba,  and  the  carrot  of  a  new  trade  treaty.  With  these  Welles  was 
to  enjoin  the  cooperation  of  the  contending  political  factions  in  the 
construction  of  a  compromise  settlement  that  would  pave  the  way 

>  For  the  inovetncnt  against  Machado,  see  Jules  R.  Benjamin,  “The  Machadato  and  Cuban 
Nationalism,  1928—1932,”  Hisfiunic  American  Historical  Ret  iew,  55:1  (February,  1975),  66— 
91.  Concerning  U.S.  support  for  Mach.ado,  see  Jules  R.  Benjamin,  “United  States  Hegemony 
in  Cuba,  1880  -1934,”  ch.  IV,  a  manuscript  to  be  published  as  a  book  in  1977  by  Pittsburgh 
University  Press. 

-  Retjuests  for  action  sent  to  the  State  Department  and  the  United  States  Embassy  in 
Havana  can  be  found  in  National  Archives,  Record  Group  59,  837.00/3415—3460  and  Record 
Group  84,  F800Cuba/1933,  v.l5/Misc.  Corr.  (When  National  Archive  documents  are  cited 
without  reference  to  Record  Group  [R.G.],  such  documents  are  from  R.G.  59,  General  Records 
of  the  United  States  Department  of  State,  Central  Files,  1930—1939.) 

•t  Concerning  other  pre-inauguration  discussions  of  Cuba  by  Roosevelt  and  his  aides,  see 
Benjamin,  “U.S.  Hegemony  in  Cuba,”  ch.  V. 
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for  a  stable  and  friendly  government  and  form  the  basis  of  a  revital¬ 
ized  economic  relationship  between  Cuba  and  the  United  States. 
This  new  relationship  was  to  be  based  upon  a  revision  of  the  existing 
trade  treaty,  which  would  restore  the  more  than  SO  per  cent  decline  in 
United  States  commerce  M'ith  Cuba.  \  complementary  part  of  the 
policy  was  easier  access  for  Cuba’s  sugar  to  the  United  States  market. 
This  would  increase  Cuban  purchasing  power  for  United  States 
goods,  preserve  the  value  of  the  massive  United  States  sugar  invest¬ 
ment,  and  stave  off  the  very  real  possibility  of  social  revolution  in 
the  island.^ 


I’llK  Cl’ HAN  PUKCa  OKM’ 

This  policy  of  pump-priming  a  foreign  state’s  economy  and  re¬ 
organizing  its  politics  does  not  fit  the  autonomist  and  isolationist 
image  of  the  early  New  Deal.  Indeed,  the  policy  was  in  many  ways 
more  interventionist  than  New  Deal  domestic  programs  and  certainly 
more  aggressive  than  the  Republican  policy  toward  Cuba.  A  depar¬ 
ture  of  this  magnitude  was  facilitated  by  the  shock  of  the  depression, 
which  forced  many  businessmen  to  considered  centralized  and  man¬ 
aged  paths  toward  recoi’ery.  The  depression  also  eiuled  the  flow  of 
private  capital  lending  and  investment  abroad  (much  of  which  had 
indirectly  supported  United  States  export  sales)  and  forced  those 
interested  in  export  promotion  to  look  to  public  sources  of  funds.  A 
change  of  policy  was  further  expedited  by  the  victory  of  the  Demo¬ 
cratic  Party  in  the  1932  elections.  The  new  administration  in  1933 
brought  to  Washington  policy  makers  less  enthralled  than  previous 
ones  by  notions  of  fiscal  conservatism  and  more  heavily  pressed  by 
events  to  experiment  with  governmental  direction  of  market 
mechanisms. 

As  is  made  clear  by  the  Cuban  case,  this  willingness  to  intervene 
in  <*conomic  affairs  was  not  confined  to  the  domestic  arena.  As  a 
result  of  these  new  factors,  the  “Brain  Trust”  transformed  Cuban 
policy  from  the  holding  operation  it  had  become  under  the  Repub¬ 
licans  into  a  unicpie  effort  to  employ  federal  machinery  and  revenues 
( in  the  form  of  loans,  grants,  tariff  rebates,  government-owned  com¬ 
modities,  (piota  agreements,  etc. )  to  enhance  the  economic  position 
of  the  United  States  in  Cuba  and  to  create  within  the  island  the  type 
of  political  regime  and  economic  environment  that  would  form  the 
basis  for  further  United  States  economic  expansion. 

^  Welles’  instructions  are  contained  in  Foreinn  Rchitions  of  the  United  States,  1933  ( Wash- 
inuton,  D.C.,  1952),  vol.  V,  279-286. 
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Though  federally-directed  economic  expansion  abroad  was  an  un¬ 
settling  idea  to  many,  including  even  some  of  its  proponents,  Cuba 
was  perhaps  the  least  controversial  place  to  begin.  The  island  was 
in  many  ways  an  extension  of  the  United  States  economy,  and  the 
proposition  that  one  could  help  promote  domestic  recovery  by 
reviving  the  Cuban  economy  was  deemed  reasonable.  Indeed,  those 
who  proposed  it  did  not  treat  it  as  a  great  departure,  and  the  systemic 
changes  that  it  set  in  motion  were  more  a  matter  of  accretion  than 
original  design.  So  uncertain  was  the  ultimate  end  that  policy  makers 
with  very  different  visions  of  the  proper  path  out  of  the  depression 
came  to  accept  this  new  Cuban  program. 

The  innovations  involved  in  Cuban  policy  were  the  result  of  con¬ 
tributions  by  four  very  different  schools  of  opinion  regarding  foreign 
economic  policy.  First,  there  were  such  internationalists  as  Secretary 
of  State  Hull  and  Assistant  Secretary  Sayre,  who  advocated  free  trade 
as  the  principal  solution  to  the  depression.  This  group  was  the  most 
orthodox  concerning  direct  government  involvement  in  private  eco¬ 
nomic  affairs.  Nevertheless,  they  became  the  originators  of  a  new 
activist  Cuban  policy  due  to  their  advocacy  of  government  action 
to  reduce  foreign  and  domestic  tariff  barriers.  They  chose  the  vehicle 
of  treaties  of  trade  reciprocity  (mutual  lowering  of  trade  barriers) 
negotiated  by  the  State  Department  as  a  way  around  congressional 
protectionism  and  as  a  first  step  in  the  generalization  of  tariff  reduc¬ 
tions  through  use  of  the  most-favored-nation  principle.  The  free 
traders  hoped  to  use  a  new  Ctiban  trade  treaty  to  show  the  commer¬ 
cial  benefits  of  tariff  reductions. 

The  second  school  of  opinion  influencing  Cuban  policy  was  that  of 
autarky  or  protectionism,  for  which  Ccorge  N,  Peek,  administrator  of 
the  Agricultural  Adjustment  Administration,  was  a  principal  spokes¬ 
man.  This  group  accepted  the  demise  of  the  free  market  and  called 
for  governmental  action,  not  to  integrate  the  United  States  and  world 
economies  but  rather  to  separate  the  two  more  effectively.  They 
called  for  strong  tariff  protection  to  help  raise  domestic  price  levels, 
though  they  did  accept  bilateral  tariff  agreements,  which  did  not 
significantly  undermine  protectionism.  Peck’s  primary  concern  was 
to  relieve  the  domestic  market  of  agricultural  surpluses  through  their 
sale  or  barter  to  foreign  purchasers  on  a  bilateral  basis.  Autarkists 
opposed  the  emphasis  upon  tariff  reduction  in  the  Cuban  program 
and  worked  instead  to  produce  an  economic  agreement  containing 
strict  quotas  on  imports  of  sugar.  They  further  sought  to  promote 
the  sale  of  agricultural  surpluses  to  the  food-deficient  island. 
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The  third  group  contriluiting  to  the  new  Cuban  program  was  a 
group  of  isolationists  perhaps  best  described  as  “New  World  autark- 
ists.”  This  school  opposed  economic  and  political  involvements  with 
Europe  and  sought  to  establish  a  viable  base  for  the  domestic  econ¬ 
omy  through  closer  economic  tics  with  other  Western  Hemisphere 
nations.  To  this  group,  expanded  commerce  with  Cuba  or  even  a 
customs  union  with  the  island  seemed  a  favorable  development. 

The  final  contribution  was  made  by  those  few  policymakers  who 
could  be  called  proto-Keynesian.  These  men  of  whom  AdoK  ^erle 
and  Henry  Wallace  are  the  best  examples,  accepted  the  need  for 
government  planning  and  even  subsidi/ation  of  foreign  economic 
expansion.  They  alone  believed  that,  soone.”  or  later,  foreign  trade 
expaiision  would  necessitate  foreign  market  expansion  and  not  merely 
the  removal  of  trade  barriers  or  the  disposal  of  surpluses;  and  that,  if 
necessary,  the  go\  ernment  should  employ  federal  revenues  to  achieve 
this  goal.  To  these  men  the  idea  of  indirectly  transferring  federal 
funds  to  Cuba  by  means  of  a  lowering  of  the  tariff  on  sugar,  thereby 
increasing  the  island’s  capacity  to  import,  was  an  attractive  one.*’ 

Tm;  Qukstiox  of  Exi>oht  Phomotiox 

Protectionist  forces  had  long  been  effective  in  influencing  tariff 
legislation.  After  1929,  tlu*y  were  aided  by  the  fact  that  the  world¬ 
wide  depression,  which  heightened  autarkic  sentiments  in  most  in¬ 
dustrially  developed  states,  caused  a  large  group  of  intellectuals, 
politicians,  and  business  headers  in  the  United  States  to  defect 
temporarily  from  their  traditional  allegiance  to  free  trade.  This  group 
sought  some  iu*w  way  of  dealing  with  the  threatening  social  and 
economic  tensions  caused  by  the  depression.  Their  immediate  con¬ 
cern  was  to  end  the  condition  of  unprofitable  sales,  unused  capacity, 
and  unemployment  in  the  domestic  economy,  and  with  this  focus 
they  were  less  willing  than  in  the  past  to  support  programs  of  export 
promotion,  especially  if  such  programs  appeared  to  work  against 
domestic  recovery.  Though  most  of  this  group  would  return  to  an 
international  orientatior;  later  in  the  decade,  this  period  was  one  in 
which  export  schemes  were  granted  consideration  only  if  they  were 
seen  as  extensions  of,  and  not  threats  to,  what  was  then  considered  a 
viable  national  recovery  program.'’  Thus,  a  program  to  aid  the  impor- 

Jann-s  M.  Mcllalc,  “The  N«‘W  Deal  and  the  Origins  of  Public  Lending  f»>r  Foreign  Eco¬ 
nomic  Development  1933—1915”  (Doctoral  dissertation.  University  of  Wisconsin,  1970),  2-5 
&  37—84.  Llo>d  Gardner,  Economic  Aspcctx  of  New  Deal  Diplomacy  (Madison,  Wisconsin, 
1964),  14  39. 

'•Elliot  Rosen,  “R«M)sevelt  and  the  Brain  Trust,”  Political  Science  Quarterly  (December, 
1972),  562;  Gardner,  Economic  Aspects  of  New  Deal  Diplomacy,  12—17. 
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tation  of  Cuban  sugar  and  to  revive  United  States  exports  to  the 
island  had  to  be  designed  to  fit  such  criteria. 

New  Deal  economic  programs  during  1933  focused  primarily  on 
inward-looking  solutions  to  the  eeonomic  crisis,  as  Roosevelt’s  most 
influential  advisors  accepted  the  proposition  that  domestic  recovery 
necessitated  a  temporary  disengagement  of  the  United  States  econ¬ 
omy  from  international  economic  influence.  Although  trade  promo¬ 
tion  was  de-emphasized,  it  was  not  discarded,  however,  and  trade 
projects  supportive  of  recovery  efforts  were  eagerly  pursued.’ 

The  capital-  and  goods-exporting  sector  of  the  economy,  though 
diminished  in  status  and  influence,  still  retained  great  strength.  More¬ 
over,  the  internationalist  sector  of  both  major  political  parties  could 
still  command  a  hearing  in  the  centers  of  governmental  authority. 
The  forces  of  this  persuasion  within  the  Democratic  party  were  able 
to  establish  themselves  in  the  State  Department  (a  traditional  bastion 
of  economic  internationalism )  and  were  allowed  to  develop  the  out¬ 
line  of  a  program  of  trade  expansion.  Roosevelt,  himself  a  liberal 
internationalist  until  the  economic  crisis,  had  appointed  the  Demo¬ 
cratic  Party’s  free  trade  leader  —  Cordell  Hull  —  as  Secretary  of 
State,  and  retained  Norman  Davis,  a  strong  Wilsonian,  as  an  advisor 
on  European  economic  and  disarmament  affairs.  He  also  appointed 
Sumner  Welles,  an  advocate  of  lower  tariffs  and  increased  imports 
from  Latin  America,  as  Assistant  Secrctaiy'  of  State.  Hull  eventually 
brought  in  Francis  Sayre,  a  confirmed  free  trader,  to  administer  the 
trade  program  and  retained  such  high  level  State  Department  inter¬ 
nationalists  from  the  Hoover  years  as  Herbert  Feis,  William  Phillips, 
and  Stanley  Hornbeck.'*  It  was  from  this  internationalist  base  in  the 
State  Department,  with  the  cooperation  of  United  States  firms  that 
had  an  interest  in  the  island’s  economy,  that  the  initiative  for  a  new 
Cuban  policy  was  developed. 

Between  Autarky  and  Internationalism 

As  Washington’s  Farewell  Address  announced  the  United  States’ 
withdrawal  from  the  Old  World  balance,  so  the  Monroe  Doctrine 
announced  her  entrance  into  the  balance  of  the  New.  After  the  Civil 
War,  the  United  States  expanded  economically  into  the  Caribbean 
and,  after  the  World  War,  into  South  America.  Many  saw  the  United 

■*  Rosen,  “Roosevelt  and  the  Brain  Trust,”  531—567:  Rexford  G.  TuS'vell,  The  Battle  for 
Democracy  (New  York,  1935),  164— 170. 

s  Gardner,  Economic  Aspects  of  New  Deal  Diplomacy,  13—17;  Charles  A.  Beard,  The  Idea 
of  National  Interest  (New  York,  1934),  545—548;  Herbert  Feis,  1933:  Characters  in  Crisis 
(Boston,  1966),  77  and  102. 
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States  sphere  of  influenee  in  the  Western  hemisphere  as  a  neeessary 
corrollary  to  her  abstinenee  from  the  European  tlieater,  and  isola¬ 
tionists  after  1929  generally  exempted  Latin  Ameriea  from  areas 
covered  by  legislation  designed  to  “keep  Ameriea  out  of  war.”” 
During  the  depression,  many  such  isolationists  heeame  “New  World 
autarkists”  and  advocated  an  expanded  United  States  sphere  of 
influenee  in  Latin  Ameriea.  Indeed,  the  tradition  of  hemisphere 
involvement  heeame  an  important  element  of  the  program  by  which 
the  Roosevelt  Administration  drew  the  nation  hack  into  Europe 
between  1939  and  1941.  By  defining  his  moves  to  aid  Britain  as  ways 
of  keeping  war  away  from  our  shores,  E.D.H.  slowly  expanded  the 
boundary  of  the  defensible  until  it  reached  halfway  arcoss  the 
Atlantic  and  encompassed  such  unlikely  places  as  Greenland  and 
Iceland.  In  this  manner.  Western  hemisphere  isolationism  was  made 
to  serve  not  as  a  retreat  from  Europe  hut  as  a  bridge  to  it."’ 

A  similar  logic  applied  to  United  States-Cuban  relations  in  1933. 
Past  North  American  penetration  of  the  Cuban  economy,  as  well  as 
the  special  political  relationship  sanctified  in  the  Platt  Amendment, 
allowed  internationalists  to  defend  an  aggressive  policy  in  the  island 
as  not  actually  a  “foreign,”  but  rather  the  extension  of  a  “domestic,” 
policy.  The  depth  of  the  United  States  economic  presence  in  Cuba 
made  clear  the  relationship  between  United  States  and  Cuban  re¬ 
covery.  North  American  firms  owned  two-thirds  of  the  island’s 
sugar-milling  capacity,  and  some  70  per  cent  of  Cuba’s  trade  was 
with  the  United  States.  This  situation  led  proponents  of  autarky  to 
conclude  that  Cuban  purchasing  power,  and  thereby  United  States 
trade,  could  he  revived  without  introducing  uncontrollable  influences 
into  the  United  States  economy. 

In  1933  and  1934,  the  main  thrust  of  ih(‘  New  Deal  recovery  effort 
was  centered  in  the  National  Recovery  Administration  (NRA)  and 
the  Agricultural  Adjustment  Administration  (AAA).  Despite  the 
distinct  nationalist  and  even  autarkic  nature  of  these  programs,  they 
reflected  another  theme  of  the  early  New  Deal  as  well  —  the  collabo¬ 
ration  of  government  with  the  largest  producing  and  processing 
units  in  agriculture  and  industry  in  programs  of  production  and 
distribution  planning.  "  Such  planning  mechanisms  could  he  har- 

Robert  Divine,  The  IllusiDU  of  Neutrality  (Chieiico,  19fi8),  154,  156,  193n,  314,  319— 
324;  Kdmiind  Li<‘ii\ven,  Arnm  and  rolitic.i  in  Latin  America  (New  York,  1961),  188,  192; 
Iliirold  L.  lek»‘s.  The  Secret  Diary  of  Harold  L.  lekes  (New  York,  1953),  1,  514;  G;irdner, 
Economic  Aspects  of  Neie  Deal  Diplomacy,  86  &  165—166. 

1"  Arthur  Whitaker,  The  Western  Hemisphere  Idea  (Ithaca,  N.Y.,  1965),  159—160;  Robert 
Divine,  Rooserelt  and  World  War  H  (Baltimore,  1970),  27—29;  Dexter  Perkins,  A  History  of 
the  Monroe  Doctrine  (Boston,  1963),  362. 

It  For  the  ideological  iindeniinnings  of  the  N.R.A.  and  A.A.A.,  see:  William  E.  Leuehten- 
herg,  Franklin  D.  Roosevelt  and  the  New  Deal  (New  York,  1963),  ch.  3;  Barton  Bernstein, 
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nessed  to  a  Cuban  recovery  program  because  of  the  integration  of 
the  Cuban  economy  with  that  of  the  United  States.  For  e.xample, 
because  of  the  large  amount  of  Cuban  sugar  sold  in  North  America, 
no  rationalization  of  the  United  States  sugar  industry  was  possible 
without  some  control  over  Cuban  sugar  production.  Moreover, 
business-government  cooperation  in  the  domestic  economy  could 
easily  lead  to  business-government  cooperation  in  international 
trade.  An  important  e.xample  of  this  tendency  was  the  close  liaison 
between  the  State  Department  and  the  leading  United  States  firms 
doing  business  in  Cuba,  a  liaison  that  arose  during  the  study  of  a 
new  trade  agreement. 

Even  as  the  industrial  codes  and  marketing  programs  were  being 
hammered  out  in  Washington,  foreign  trade  forces  were  making 
renewed  claims  upon  government  attention.  The  April  1933  Con¬ 
vention  of  the  National  Foreign  I’rade  Council  called  for  the  recip¬ 
rocal  lowering  of  tariffs,  loans  to  facilitate  trade,  and  the  use  of 
government  leverage  to  break  down  foreign  barriers  to  United  States 
goods.  The  American  Manufacturers’  Export  Association  took  a 
similar  position. 

One  of  the  most  audacious  efforts  made  by  United  States  export 
interests  at  this  time  was  related  to  Cuban  trade.  In  the  spring  of 
19.33,  at  the  instigation  of  Juan  T.  Trippe,  President  of  Pan  American 
Airways,  a  group  was  formed  composed  of  the  Presidents  or  Chair¬ 
men  of  the  Board  of  the  ten  largest  manufacturing  corporations 
involved  in  the  Cuban  market.  This  group,  expecting  that  a  revision 
of  the  existing  trade  treaty  with  Cuba  would  be  undertaken  by  the 
new  administration,  commissioned  Phillip  Jessup  —  the  personal 
economic  advisor  of  the  outgoing  Ambassador  to  Cuba,  Harry 
Cuggenheim  —  to  conduct  a  study  of  United  States  exports  to  Cuba. 
It  was  the  group’s  expectation  that  such  a  study  “would  aid  in 
rcstoriTig  the  Cuban  market  to  United  States  exporters.”  Jessup 
was  granted  access  to  State  Department  studies  during  his  research 
and  his  findings  were  presented  to  several  government  departments, 
where  they  were  closely  scrutinized.  In  addition,  the  influential 
“Cuban  Chamber  of  Commerce  in  the  United  States,”  representing 
all  major  U.S.  firms  doing  business  in  or  with  Cuba,  asked  Roosevelt 
for  a  new  Cuban  trade  treaty  so  as  to  restore  the  market  for  United 
States  goods  in  the  island.  During  this  period,  moreover,  the  State 
Department  received  numerous  complaints  from  individual  export¬ 


ed.,  Towards  a  New  Past  (New  York,  1968),  264—280;  Paul  K.  Conkin,  F.D.R.  and  the  Origins 
of  the  Welfare  State  (New  York,  1967),  34—44;  Ellis  W.  Hawley,  The  New  Deal  and  the 
Problem  of  Monopoly  (Princeton,  N.J.,  1966),  ch.  1—4. 
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ers,  large  and  small,  describing  the  decline  in  their  sales  to  Cuba  and 
urging  that  some  action  be  taken.  The  State  Department,  as  we  have 
seen,  had  developed  its  own  concern  for  reviving  and  recapturing 
the  Cuban  market,  and  proposals  to  achieve  such  a  goal  were  already 
under  serious  consideration.''  What  remained  was  to  cast  these 
proposals  in  a  form  acceptable  to  those  forces  that  clung  to  narrower 
concepts  of  economic  recovery. 


Rkcii>iw)c:al  I'hadi.  A(;hi.i;mkxt.s 

Owing  to  the  strength  of  protectionist  forces  in  Congress,  and 
Roosevelt’s  desire  to  raise  domestic  price  levels,  trade  expansion 
forces  had  to  develop  a  procedure  that  would  lower  foreign  barriers 
to  United  States  trade  while  not  exposing  the  United  States  market 
to  a  flood  of  low-priced  foreign  goods.  Such  oiu'-sided  sacrifice 
could  only  be  expected  from  nations  over  which  the  United  States 
e.xercised  dominant  political  influence,  or  where  the  economies  of 
foreign  states  were  heas’ily  dependent  on  access  to  the  United  States 
market.  Because  Cuba  fit  both  of  these  prescriptions  perfectly,  the 
State  Department  placed  great  hope  in  a  new  trade  treaty  with  the 
island.  Moreover,  as  we  have  seen,  the  expectation  of  reviving  what 
had  been  the  sixth  largest  market  for  United  States  goods  was  of 
great  material  interest  to  that  covmtry’s  exporters. 

Reciprocal  trade  agreements,  under  controlled  circtimstances,  had 
been  accepted  by  Roosevelt’s  advisors  as  the  best  way  to  find  markets 
for  United  States  production  abroad  without  disrupting  domestic 
inflation  programs.  Interdepartmental  meetings  to  draw  up  trade 
legislation  had  begun  even  before  inauguration  day.  They  centered 
around  suggestions  for  granting  the  president  authority  to  make  bi¬ 
lateral  reciprocal  tariff  reductions  with  foreign  states  by  Executive 
Agreement.  In  April,  Roosevelt  announced  that  a  bill  to  initiate 
“practical  tariff  agreements  to  break  through  trade  barriers  and  to 
establish  foreign  markets  for  farm  and  industrial  products,”  would 
soon  be  sent  to  Congress.  The  President  had  not  yet  concluded  that 


'2  National  Fon-iKn  Trade  Council,  Tuciitictli  Courciition  —  April  2G-2H,  1933  (New 
York,  1933),  Final  Declaration,  vii-xv.  Concemind  the  Jessup  study  for  the  Pan  American 
Kroup,  see  OF  159  Cuba,  Box  1,  “An  Analysis  of  the  Unitc-d  Statcvs  Export  Trade  with  Cuba,” 
i-ii,  F.D.R.  Papers,  F.D.R.  Library,  and  R.G.  84,  F800Cuba/1933,  v.  9/631.00  lettc-r  dated 
M.ay  24,  1933  from  Juan  Trippe  to  Wellc-s.  Tbe  lc-ttc*r  from  the  Cuban  Chamber  of  C^om- 
merce  in  the  United  States  is  dati’d  April  4,  19.33  and  is  in  611.3731/398.  On  the  larder 
question  of  Latin  Americ.an  trade,  see  610.113/51;  837.00/3481-1/2;  710/1518. 

Julius  W.  Pratt,  American  Secretaries  of  State  —  Cordell  Hull,  Xll  (New  York,  1964), 
107.  For  State  Department  concern  with  domestic  protectionism,  see  611.006/1296; 
611.3731/387.  For  discussion  of  the  Cuba  tr.ade,  see  611.0031/377-1/2;  837.61351/624; 
837.61351/657.  The  value  of  United  States  exports  to  Ciiha  h;id  f.illen  from  $200,000,000  in 
1925  to  only  $27,000,000  in  1932,  see  611.3731/503-1/2. 
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a  program  of  domestic  inflation  was  incompatible  witli  some  tariff 
reduction,  and  he  hoped  to  display  American  willingness  to  join  in 
an  attempt  to  lower  trade  barriers  in  light  of  the  upcoming  London 
Economic  Conferenc-e,  which  was  seen  as  a  last  ditch  effort  to  arrest 
the  growing  international  monetary  and  trade  chaos." 

I'he  expectation  that  Congress  would  soon  grant  the  president 
powers  to  make  reciprocal  trade  agreements  became  an  element  of 
Cuban  policy.  Welles’  mission  to  Havana  was  publicly  described  as 
an  effort  to  solve  the  problem  of  depression  in  Cuba  by  a  renegotia¬ 
tion  of  the  1903  trade  treaty.  As  noted  above,  the  United  States 
Ambassador  was  to  hold  out  the  possibility  of  a  new  treaty  as  a  way 
of  gaining  from  the  contending  Cuban  factions  agreement  to  a  polit¬ 
ical  settlement.  A  new  treaty  was  expected  to  capture  for  United 
States  firms  an  even  larger  segment  of  Cuba’s  imports  than  had  re¬ 
sulted  from  the  preferential  position  granted  them  in  the  original 
doeument.  Even  before  Welles  arrived  in  Havana,  the  United  States 
Commercial  Attache  was  reporting  the  “considerable  time  ”  spent  in 
determining  “how  much  our  duty  preferential  should  be  increased  to 
enable  the  United  States  to  secure  a  greater  share  of  the  available 
business  . .  . .”  In  April,  an  extensive  study  was  begun  examining  the 
lines  of  Cuban  production  that  had  grown  up  behind  the  Cuban 
I'ariff  of  1927  and  the  various  customs  ehargt's  imposed  by  the 
M  aehado  Administration.  Many  Cuban  industries  were  found  to  be 
“artificial,  ”  and  it  was  expected  that  Cuba’s  desperate  m*ed  for  ac¬ 
cess  to  the  United  States  sugar  market  could  be  list'd  to  break  down 
the  tariff  protection  behind  which  they  operated.'  ’ 

Those  who  urged  a  reciprocal  trade  program  were  extremely  wary 
of  protectionist  and  nationalist  opposition  and  therefore  chose  care¬ 
fully  those  states  with  which  to  begin  negotiations.  In  general,  the 
foreign  nations  to  be  granted  reciprocity  were  to  be  those  that  traded 
an  item  not  produced  in  significant  (piantity  in  the  United  States  and 
that  were  the  chief  suppliers  of  that  product  in  the  United  States 
market.  In  this  manner,  confrontation  with  a  major  protectionist 
lobby  would  be  avoided,  and  the  extent  of  most-favored-nation  con¬ 
cessions  would  be  severely  restricted.  As  Francis  Sayre,  the  Chair¬ 
man  of  the  Interdepartmental  Committee  on  Commercial  Policy,  put 
it:  “Our  whole  program  was  based  upon  finding  places  in  the  tariff 
wall  where  reductions  could  be  made  without  substantial  injury  to 

Foreign  liflations  of  the  U.S.,  1933,  I,  921-922;  ncnr>-  J.  Taska,  licriiirocal  Trade 
Policij  (Philadclpliia,  1938),  22-23. 

tr,  Foreign  Felations  of  the  U.S.,  1933,  V.  278,  285;  R.G.  151,  BF.D.C.,  Report  of  C;oni- 
niiTcial  Attache  Havana,  Weekly  Report  for  Fcbniar\-  7,  14,  21,  1933  and  April  il,  25,  1933. 
Also  sec  611.3731/390  .and  637.113/29-67. 
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American  producers.”  This  defensive  position  by  the  internationalists 
was  a  sign  of  the  strength  of  protectionism  as  well  as  the  general 
desire  to  produce  short-run  gains  in  e.xports.  Accordingly,  the  Presi¬ 
dential  message  on  the  proposed  trade  hill  described  the  program 
as  “highly  beneficial  to  our  export  iTidustry,  especially  agriculture, 
[and]  entirely  harmonious  with  reasonable  safeguard  for  those  of 
our  producers  who  arc  subject  to  the  competition  of  imports.” 

\\1iile  a  reciprocal  trade  treaty  with  Cuba  was  almost  ideal  in 
terms  of  its  capacity  to  increase  United  States  exports  and  to  limit 
third  country  concessions  ( almost  all  duty-paying  sugar  came  from 
Cuba)  it  was  potentially  troublesome  because  it  threatened  to  en¬ 
hance  the  position  of  imports  (sugar  and,  less  significantly,  tobacco 
and  certain  tropical  frtiits)  that  were  in  direct  competition  with  a 
large  domestic  industry.  Thus  the  political  influence  of  the  non- 
Cuban  suppliers  of  the  United  States  stigar  market  posed  the  great¬ 
est  obstacle  to  the  State  Department’s  elldrt  to  achieve  a  new  trade 
treaty  with  Cuba.'' 

The  New  Deal  Sucah  Phocham 

While  domestic  sugar  producers  had  repeatedly  won  increased 
tariff  protection  against  Cuban  sugar  in  the  1920s,  their  effort  to  keep 
the  low-cost  Cuban  product  off  the  United  State's  market  had  be¬ 
come  by  1933  an  act  of  self  destruction.  The  Cuban  share  of  the 
market  had  been  redticed  from  57  per  cent  in  1922  to  28  per  cent  in 
1932,  and  the  sugar  tariff  now  stood  at  a  level  higher  than  the  price 
of  the  commodity  itself.  Even  so,  world  overproduction,  which  the 
United  States  tariff  —  actually  a  subsidy  to  non-duty  producers  — 
had  encouraged,  so  depressed  the  international  price  that  even  sales 
in  the  protected  United  States  market  were  becoming  unprofitable.'^ 
Thus  by  1933,  all  segments  of  the  sugar  industry  .supplying  that 
market  were  ready  for  some  plan  of  market  control  that  would  raise 
prices.  Because  Cuba  still  sold  enough  sugar  in  the  United  States  to 
affect  the  domestic  price,  no  ratio!iali/ation  of  the  domestic  market 

Dick  H.  Steward,  “In  Search  of  Markets:  The  New  Dc:d,  Latin  America  and  Reciprocal 
Trade,”  (Doctoral  dissertation.  University  of  Missouri,  1969),  15—16  ;ind  29—30;  Francis  B. 
Sayre,  Glad  Adreiifnre  (New  York,  1957),  170  ;ind  173. 

>•  The  non-(ad)an  suppliers  were;  1  )  continental  heet  simar  urowers  and  refiners,  2)  con¬ 
tinental  eane  urowers  in  Lonisian;i  and  Florid;i.  3 )  insnkir  cane  siiK;ir  growers  and  millers  in 
the  Philippines.  ILiwaii,  and  Puerto  Rico.  This  last  group  were  all  United  St;ites  territories 
and  thus  within  the  tariff  wall. 

For  a  discussion  of  the  United  St4ites  sugar  industr>-,  see  John  E.  Dalton,  Si/g«r;  A  Ciise 
Stiidij  of  Govcrnnirnt  Control  (N'ew  York,  19.37). 

i"*  Farr  ;ind  C;omp;my,  Manual  of  Suuar  Companies  1933,  12th  ed.  (Xew  York,  1933),  30  ; 
U.S.  Tariff  C'ommission,  Report  to  the  President  on  Suuar,  Report  )|r73  ( W;i.shington,  D.C. 
19.34),  87  ;md  197. 
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could  succeed  without  some  provision  for  dealing  with  the  massive 
low-cost  production  of  the  island.  Even  protectionists  were  forced 
to  consider  a  new  policy  toward  Cuba. 

The  new  Administration  had  before  it  several  precedent-setting 
proposals  for  re-organizing  the  United  States  sugar  market.  For 
several  years,  the  Machado  admiuistratiou  had  been  pressing  for  a 
lowering  of  the  sugar  duty  and  had  even  shown  a  willingness  to 
accept  cjuota  controls  on  its  sales  to  the  United  States.  North 
American  sugar  compauies  iu  Cuba  aud  contincutal  cane  refiners 
looked  with  favor  upon  a  proposal  (prt'sc'iited  to  the  State  Di'part- 
ment  in  1932)  to  stabilize  sugar  purchases  for  the  United  States 
market  on  a  regional  basis."'  Roosevelt’s  advisors,  for  their  part,  were 
contemplating  a  program  much  like  the  colonial  policies  of  Euro¬ 
pean  states  that  imported  tropical  sugar,  which  would  d(‘fiue  aud 
regulate  a  United  States  sugar  supply  area  aud  establish  import 
ejuotas  within  that  area,  including  one  for  Cuba  sulfici(*ut  to  revive 
the  island’s  economy."" 

The  United  States  Tariff  Commission  had  been  making  a  study  of 
the  stigar  tariff  for  almost  a  year.  A  Commission  field  study  iu  Cuba 
found  that  the  depression  had  so  reduced  the  normal  cost  of  pro¬ 
duction  on  the  island  that  Cuban  sugar  would  coiitiuue  to  enter  the 
United  States  market  even  under  a  greatly  increased  tariff  level. 
Robert  L.  O’Rrien,  the  Chairman  of  the  Tariff  Commission,  com¬ 
municated  this  view  to  the  president  in  April  1933,  concluding  that 
the  tariff  could  not  protect  the  price  of  sugar  iu  the  United  States 
and  that  the  best  policy  for  raising  that  price  would  be  to  limit  sup¬ 
plies  entering  the  domestic  market.  The  Tariff  Commission  gener¬ 
ally  endorsed  the  (juota  system  to  control  imports,  and  suggestt'd  a 
quota  of  two  million  tons  a  year  from  Cuba.*' 

The  free  traders  in  the  State  Department  shrank  from  the  use  of 
that  most  evil  of  trade  barriers,  the  cpiota.  Nevertheless,  they  came 
to  accept  it  because  it  held  the  promise  of  restoring  the  Cuban  mar¬ 
ket  for  United  States  goods  and  because  trade  agreements  with  Cuba 
had  always  been  treated  as  being  in  a  special  category.  Thus  a 
quota  for  Cuban  sugar  might  not  set  a  precedent  for  later  trade 
agreements.  Beet  sugar  interests,  for  their  part,  were  fearful  that  the 
State  Department  and  Cuban  interests  wotild  have  more  influence 
over  the  level  of  a  Cuban  quota  than  they  had  had  over  the  tariff. 

•i'Tho  roKional  nuirkctinR  proposal  is  contained  in  837.fil351 /6.'57. 

20  Ernest  K.  Lindley,  The  Roosevelt  Revohition  (New  York,  1933),  222-223. 

21611.373  SuKar/180,  letter  from  Robert  L.  O’Brien  to  F.D.R.  dated  April  11.  1933; 
Records  of  the  United  States  Tariff  (kimnii.ssion.  Box  21  (SiiKar  Schedule)  letter  from  O’Brien 
to  F.D.R.  dated  April  11,  1933;  611.00.31/478  letter  from  Thomas  Walker  PaRe  (Vice  Chair¬ 
man,  U.S.  Tariff  (Commission)  to  Hull  dated  April  20,  1933. 
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Like  autarkists  in  general,  they  found  the  quota  concept  appealing. 
Yet  they  recognized  that  it  could  he  used  to  undermine  as  well  as 
strengthen  protection  of  their  market.  Nevertheless,  with  the  tariff 
now  useless  as  a  weapon,  they  had  no  alternative  to  bargaining  with 
the  other  producing  interests  for  some  form  of  market  control.®^ 

The  various  rationalization  sehemes  under  discussion  in  the  .spring 
of  1933  were  to  he  funnelled  through  the  basic  agricultural  agency 
of  the  New  Deal,  the  Agricultural  Adjustment  Administration 
(A. A. A.).  Like  its  industrial  analogue,  the  National  Recovery  Ad¬ 
ministration,  the  A. A. A.  was  a  close-working  as.sociation  between 
government  and  the  non-marginal  commercial  farmer.  Because 
processors  and  traders  rather  than  the  numerous  small  growers  were 
the  dominant  force  in  domestic  sugar  production,  it  was  they  who 
used  A.A.A.  machinery  and  by  so  doing  were  able  to  partly  reverse 
the  twelve-year  record  of  high  tariff  protection  for  bec't  agriculture. 

\Vh(*n  the  Agricultural  Adjustment  Act  was  passed  in  May  1933, 
sugar,  because  it  was  not  a  crop  in  domestic  surplus,  was  not  pro- 
vidi'd  for  under  the  production  control  provisions  of  the  Act.  It  did, 
however,  fall  under  the  pro\'ision  for  voluntary  marketing  agree¬ 
ments,  which  could  be  licensed  by  the  Sc'cretaiy  of  Agriculture.  At 
the  recpiest  of  the  Secretary,  a  conference  of  the  sugar  iiuhistry  in 
the  United  States  was  convened  in  Jtme  1933  to  work  out  such  an 
agreement. 

Throughout  the  summer  of  1933,  the  planters,  millers,  and  refin¬ 
ers  of  sugar  met  and  heatedly  contested  for  their  share  of  what  was 
to  be  a  closed  sugar  economy  for  the  United  States.  Because  Cuba 
was  a  foreign  state,  she  could  not  be  legally  represented  in  a  meet¬ 
ing  of  domestic  producers.  However,  the  major  east  coast  refiners, 
who  were  the  traditional  consumers  of  low-prieed  Cuban  cane,  were 
represented,  and  several  spokesmen  for  the  A.A.A.  sensitive  to  the 
ability  of  low-cost  Cuban  sugar  to  upset  any  price  raising  efforts  that 
did  not  stabilize  the  island’s  production,  argued  in  defense  of  Cuba 
during  the  meetings.*’ 

As  part  of  its  activist  Cuban  policy,  the  State  Department  was 
pressing  for  a  (piota  on  Cuban  sugar  of  two  million  tons  a  year  or 
higher  and  a  doubling  of  the  preferential  (i.c.  discount)  rate  on 
Cuban  sugar  from  the  current  20  per  cent  to  a  level  of  40  per  cent 

-- 611.373  SiiC:ir/182,  MciiioraiKhim  by  Frederick  Livezey  (Office  of  the  Economic  Ad¬ 
visor)  dated  April  19,  1933,  entitled  “faiban  Sii^ar  Quota  Proj«-ct.” 

Allen  Ran,  AnricuUurnl  Policy  and  Trodc  Lihendizniion  in  the  United  States,  1934-1.956 
(Geneva,  19.57),  .5.5— .58;  Dalton,  Suftar:  A  Case  Study,  75;  Conkin,  F.D.R.  and  the  Orinins 
of  the  Welfare  State,  42—43. 

2*  Dalton,  Suuar:  A  Case  Study,  77-83;  837.61351/637  Hull  [DncKan]  to  Welles  dated 
M.ay  12,  1933;  Henry  Agard  Wallace,  America  Mttst  Choose  (Boston,  1934),  1—3,  18—19. 
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below  the  full  tariff.  The  other  producing  areas  resisted  such  a 
quota  for  Cuba.  Since  the  total  of  all  quotas  could  not  exceed  the 
consumption  estimate  for  the  United  States  market,  a  larger  quota 
for  one  producing  group  automatically  lowered  that  of  the  others. 
After  weeks  of  arguing  and  constant  threats  of  withdrawal  by  one 
group  or  another,  a  tentative  agreement  was  reached,  which  pleased 
none  of  the  parties,  least  of  all  Cuba,  which  was  granted  only  1.7 
million  tons.  Furthermore,  quotas  of  all  parties  totalled  more  than 
the  estimate  of  demand.  Production  at  that  rate  would  have  failed 
to  raise  the  price  of  sugar,  the  one  goal  on  which  all  parties  were 
agreed."'’ 

Public  hearings  held  in  August  achieved  neither  further  accom¬ 
modation  nor  a  more  workable  proposal.  By  September,  the  deci¬ 
sion  on  a  sugar  program,  including  quota  allocations,  was  back  in 
the  hands  of  Secretary  of  Agriculture  Henry  Wallace  for  approval. 
Though  the  beet  interests  put  great  pressure  upon  him,  the  Secretary 
finally  decided  that  the  program  would  not  cause  production  to  be 
held  to  expected  demand  and  thus  would  fail  to  stem  the  chaos  in 
the  sugar  industry  caused  by  abysmally  low  prices.  Moreover,  the 
program  favored  processors  and  refiners  in  such  a  way  that  any  price 
increases  that  did  occur  would  be  absorbed  before  they  reached  the 
growers.  On  October  9,  Wallace  rejected  the  agreement.  The  dem¬ 
ise  of  the  industry’s  plan  of  rationali/ation  saved  Cuba  from  a  pro¬ 
gram  less  benign  than  that  favored  by  the  State  Department,  and 
gave  that  Department  the  opportunity  to  lobby  once  again  for  a 
stabilizing  quota  for  the  island.  When  the  new  proposal  inspired 
by  the  government  was  revealed  in  Febniar)’  1934  the  island’s 
sugar  industry  received  somewhat  better  treatment."'’ 

The  new  sugar  arrangement,  the  Jones-Costigan  Act  (May,  1934) 
granted  Cuba  a  quota  of  1.9  million  tons,  an  amount  that  halted  the 
decline  in  Cuban  sugar  imports  and  set  them  at  a  level  that  both 
saved  Cuba  from  total  bankruptcy  and  salvaged  the  $600,000,000 
United  States  sugar  investment  in  the  island.  Moreover,  the  tariff 
on  Cuban  sugar  was  reduced  over  50  per  cent.  Thus,  in  the  end,  the 
State  Department’s  efforts  to  obtain  quota  and  tariff  levels  on  Cuban 
sugar  sufficient  to  form  the  basis  for  social  stability,  the  protection 
of  investments,  and  the  revival  of  United  States  trade,  was  finally 
crowned  with  success."’ 

-■>  611.373  Sugar/194;  Dalton,  Sngur;  A  Case  Study,  80—81. 

-•>  Ibid.,  134-135;  Benedict  and  Stine,  Afiricullural  Commodity  Programs,  292—293; 
D.alton,  Siigdr;  A  Case  Study,  84-91. 

In  return  for  withholding  planting.s,  domestic  beet  sugar  producers  were  granted  money 
compensation.  Concerning  the  Jones-Costigan  Act,  see  Dalton,  Sngnr;  A  Case  Study,  92-106, 
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The  New  Deal  and  Cuban  Trade 


While  the  questions  of  quota  and  tariff  were  passing  through  the 
congressional  mill,  the  other  element  of  Cuban  policy  —  the  renego¬ 
tiation  of  the  reciprocal  trade  treaty  of  1903  —  was  also  going  for¬ 
ward.  In  return  for  better  treatment  of  its  sugar,  Cuba  was  e.xpected 
to  reduce  its  import  charges  on  United  States  goods.  As  noted  above, 
both  business  interests  in  the  Cuba  trade  and  the  State  Department 
had  been  working  to  reduce  Cuban  tariff  barriers  to  United  States 
goods.  At  this  point,  the  Cuban  government  fell  apart.  Negotiation 
of  a  new  trade  treaty,  begun  with  the  Machado  government  in  June 
1933,  had  to  be  suspended  when  that  regime  was  overthrown  in 
August  and  the  American-supported  Cespedes  regime  that  replaced 
it  was  itself  removed  in  September  by  a  radical  nationalist  govern¬ 
ment  headed  by  Crau  San  Martin.  The  United  States  refused  to 
reeogni/.e  Crau  and,  in  fact,  began  a  program  of  economic  and  polit¬ 
ical  “destabili/ation”  designed  to  force  his  removal."'*  While  the  State 
Department  worked  to  undermine  Crau’s  regime.  United  States  trade 
negotiators  continued  to  formulate  among  themselves  the  new  com¬ 
mercial  proposals  that  would  be  presented  to  a  more  co-operative 
Cuban  government. 

By  the  fall  of  1933,  trade  expansion  forces  in  the  United  States  — 
both  the  bilateralist-autarkists  and  the  multilateralist-international- 
ists  —  were  focusing  on  the  Cidian  market.  The  decline  of  Cuban 
trade  had  exceeded  that  of  the  United  States  with  almost  every  other 
nation.  Moreover,  Department  of  Commerce  figures,  which  had  been 
showing  over  the  previous  four  years  the  immense  decline  in  the 
value  of  United  States  trade  with  Cuba,  began  for  the  first  time  to 
show  a  decline  in  the  United  States  share  of  the  Cuban  market. 
Devaluation  of  European  and  Japanese  currencies  had  preceded  that 
of  the  American,  and  tlM'ir  goods  —  despite  the  preferential  tariff 
rates  on  United  States  products  —  were  biting  into  the  traditional 
United  States  domination  of  the  Cuban  market.  Moreover,  the  dis¬ 
mally  low  level  of  purchasing  power  in  Cuba  put  many  United  States 
products  out  of  the  reach  of  the  island’s  consumers.  The  trade  treaty 
formidators  therefore  desired  not  only  to  restore  Cuban  purchasing 
power  by  easier  entry  of  Cuban  sugar  into  the  United  States,  but  to 

252-255;  Raymond  Leslie  Buell,  Problems  of  the  Sew  Cuba  (New  York,  1935),  258-263; 
611.3731/503-1/2;  811.6135/67,  77,  91. 

28  For  the  United  States  effort  to  overthrow  the  Crau  government,  see  Benjamin,  “United 
States  Hegemony  in  Cuba,”  ch.  IX. 
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so  arrange  the  island  s  tariffs,  tariff  preferences,  and  custom  taxes  that 
the  United  States  would  reassert  its  dominance  in  most  lines  of  Cuban 
imports.  Because  there  were  also  North  American  products  for  which 
Cuba  herself  was  the  main  competitor,  the  trade  negotiators  also 
set  their  sights  on  certain  of  the  island’s  domestic  lines  of  production. 

The  major  studies  produced  during  this  period  by  both  Phillip 
Jessup  for  the  United  States  export  community  and  by  the  American 
Consul  in  Havana  concluded  that  the  United  States  was  losing  its 
.share  of  the  Cuban  trade  and  that  to  restore  her  “competitive”  posi¬ 
tion,  the  precise  impediment  (tariff,  preference,  classification,  cus¬ 
toms  charges,  internal  taxes,  etc. )  for  each  line  of  United  States  ex¬ 
ports  would  have  to  be  determined  and  remedied  in  a  new  treaty.'"' 
Requests  from  United  States  exporters  and  the  business  and  govern¬ 
ment  analyses  of  Cuban  tariff  barriers  were  placed  before  the  Cuba 
Subcommittee  of  the  InterdepartmeTital  Advisory  Board  on  Reci¬ 
procity  Treaties,  which  had  been  formed  in  July  1933.  By  January 
1934,  this  group  had  codified  the  concessions  to  be  requested  in  a 
new  trade  treaty.  It  was  expected  that  Cuba’s  dire  need  for  eco¬ 
nomic  relief  (there  was  actual  starvation  in  the  countr)’side )  and  her 
extreme  dependence  on  the  United  States  market  for  her  sugar  would 
make  her  amenable  to  granting  major  concessions.'"’ 

In  late  January,  the  radical-nationalist  Gran  regime  succumbed 
after  four  months  of  Washington’s  refusal  to  grant  recognition  or 
economic  relief.  The  Cuban  army,  led  by  Fulgencio  Batista  and 
encouraged  by  the  American  Ambassador,  overthrew  Gran’s  gov¬ 
ernment  and  installed  as  President,  Carlos  Mendieta,  who  pledged 
co-operation  with  the  United  States.  With  a  friendly  regime  in 
place,  the  United  States  presented  its  trade  proposals.  To  sweeten 
the  pill  for  domestic  agriculture.  United  States  demands  included 
not  only  the  removal  of  barriers  to  finished  goods,  but  to  agricultural 
produce  as  well.  Because  of  its  dominant  position,  the  United  States 
easily  gained  Cuban  agreement  to  extensive  tariff  preferences  and 

R.G.  151,  B.F.D.C.,  Report  of  Commercial  Attache,  ll.avana,  September  30,  1933, 
“Cuba’s  ForeiRo  Trade  diirinR  the  First  Five  Months  of  1933”;  OF159  Cuba,  Box  1,  “An 
Analysis  of  the  United  States  Export  Trade  with  Cuba,”  by  Phillip  Jessup,  presented  to  the 
Honorable  Franklin  D.  Roosevelt,  dated  July  10,  1933,  F.D.R.  Papers;  637.113/28—73  “The 
Effects  of  Increased  Cuban  Tariffs  upon  Imports  from  the  United  States”;  Box  19,  letter  from 
Mario  La/o  to  Jessup  dated  AuRust  24,  1933  and  Jessup  “An  Analysis  of  the  U.S.  Export 
Trade  with  Cuba,”  pp.  30  and  101,  Phillip  Jessup  Pajicrs;  R.G.  1.51,  B.F.D.C.,  046Cuba 
letter  W.  L.  Thorp  (Director  B.F.D.C. )  to  Juan  Trippe  dated  Xovember  1,  1933. 

For  a  discussion  of  Japanese  competition,  see  610.9417/4,  7  and  11;  R.G.  151,  B.F.D.C., 
Report  of  the  Commercial  Attache,  Havana,  Special  Report  (4,  September  28,  1933. 

R.G.  151,  B.F.D.C.,  041.2Cuha,  Correspondence  from  Export  Firms;  R.G.  353,  Records 
of  the  Inter  Departmental  Committee  on  Reciprocal  Treaties,  1933,  Box  1,  Minutes  of  the 
MeetinR  of  the  Committee  for  South  America,  September  25,  1933;  R.G.  16,  Correspondence 
File  of  the  Secretary-Executive  Council,  1933,  Reports  from  the  Secretao’  of  State,  October— 
December  1933;  611.3531/232. 
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the  reduction  of  non-tariff  barriers  on  United  States  goods.  Con¬ 
sequently,  the  United  States  was  able  to  reverse  the  decline  in  its 
share  of  Cuban  trade.  By  the  end  of  the  1930s,  its  trade  with  the 
island  had  expanded  by  some  70  per  cent  in  volume  and  300  per  cent 
in  value.  Thus  United  States-Cuban  trade  relations  in  1933-1934 
illustrate  an  aggressive  form  of  trade  promotion  on  the  part  of  the 
early  New  Deal  and  a  willingness  to  interfere  in  the  affairs  of  states 
considered  within  the  United  States  orbit.®’  This,  too,  prefigures  the 
policies  of  a  later  period. 

The  New  Deal  and  the  Cuban  Debt 

Complementary  to  trade  and  tariff  renegotiation.  New  Deal  policy 
toward  Cuba  contained  a  program  for  debt  renegotiation.  There  was 
no  prospect  of  Cuban  stability  unless  debt  repayment  could  be  made 
consistent  with  the  greatly  decreased  revenues  of  the  island’s  Gov¬ 
ernment.  On  the  other  hand,  as  a  creditor  nation  the  United  States 
could  not  countenance  debt  repudiation  or  default.  The  State  De¬ 
partment  had  to  steer  a  narrow  course  between  Cuban  bankruptcy 
and  the  “legitimate”  demands  of  tlie  United  Stales  bankers  who  had 
underwritten  $150,000,000  in  Cuban  securities. 

By  the  end  of  1932,  Machado,  the  ever  faithful  debtor  of  the 
National  City  Bank  and  the  Chase  National  Bank,  had  been  driven 
to  the  wall.  Unpaid  government  salaries  and  pensions  totalled  more 
than  the  entire  yearly  re\  enue  of  the  Cuban  Government,  and  even 
the  last  buttresses  of  the  regime,  the  army  and  police,  were  threat¬ 
ened  with  empty  pay  envelopes.  The  bankers,  supported  by  the 
State  Department,  refused  to  countenance  any  additional  borrowing 
to  ease  this  internal  debt  for  fear  that  the  bonds  they  held  would 
drop  further  in  value.  Nevertheless,  by  the  spring  of  1933,  after 
Cuba  had  mortgaged  every  asset  and  pledged  future  government 
revenues,  default  seemed  inevitable.  To  protect  the  value  of  their 
securities,  the  banks  agreed  to  another  short-term  credit  and  a  jug¬ 
gling  of  the  repayment  schedule  so  as  to  buy  time.®' 

Tlie  new  debt  settlement  notwithstanding,  Machado,  as  noted 
earlier,  was  overtlirown  in  October  1933.  Sumner  Welles  was  eager 
to  grant  swift  and  substantial  economic  aid  to  Machado’s  successor, 
Carlos  Manuel  de  Cespedes,  whom  the  Ambassador  had  helped  into 

3'  Foreign  Bclations  of  the  U.S.,  1934,  V,  129—134;  U.S.  Department  of  State,  “Trade 
Acreenient  si'Kned  by  the  United  States  and  Cuba,”  Press  Releases,  AuKust  24,  1934;  U.S. 
Tariff  Commission,  Foreifin  Trade  of  Latin  America  (Government  Printing  Offiec,  1942), 
Part  II,  vol.  2,  249-253;  611.3731/581A,  583,  609A,  612A,  684,  732A,  733,  803,  879, 
1391-1/2,  2038. 

32  Foreign  Relations  of  the  U.S.,  193.3,  V,  546. 
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the  Presidential  Palace.  The  pathbreaking  forms  of  financial  assis¬ 
tance  put  forward  at  this  time  also  reflect  the  sophistication  of  a 
later  period,  and  mark  Cuban  policy  as  a  forerunner  of  large-scale 
government-to-government  assistance  programs  on  the  part  of  the 
United  States. 

The  United  States  Ambassador  proposed  drastic  and  unprece¬ 
dented  action.  lie  suggested,  in  effect,  that  the  United  States  gov¬ 
ernment  take  over  the  financing  of  the  Cuban  state  from  the  bankers. 
Welles  deemed  a  moratorium  on  the  Cuban  debt  to  be  essential  from 
both  the  economic  and  political  points  of  view.  Because  such  an  act 
would  preclude  any  further  cooperation  from  the  bankers,  and  be¬ 
cause  the  entire  Cuban  civil  service  was  threatening  to  walk  out  if 
not  paid  some  of  their  back  wages,  Welles  stated  that  a  loan  from 
some  other  source  to  meet  these  salary  payments  must  be  forthcom¬ 
ing  immediately,  or  the  government  would  fall.  Where  could  the 
money  come  from?  At  a  time  when  the  government  had  not  yet 
learned  to  use  its  tax  revenues  in  direct  support  of  foreign  policy 
objectives,  the  early  Cood  Neighbor  diplomats  had  to  rack  their 
brains  for  a  legal  way  of  keeping  the  Cespedes  government  afloat.^^ 

Various  emergency  financing  proposals  were  aired  in  late  August 
1933.  Welles  relayed  a  scheme  whereby  the  United  States  Covern- 
ment  would  transfer  to  Cuba  title  to  a  sum  of  United  States  Treasury 
notes,  which  would  be  held  by  a  United  States  bank  in  Cuba  as 
trustee.  The  bank  would  discount  the  Notes  with  the  Federal  Re¬ 
serve  and  deliver  the  cash  to  the  Cuban  Government.  Cuba  would 
pay  for  the  bonds  over  a  period  of  time.  The  Treasury  Department, 
which  had  no  authority  to  make  foreign  loans,  found  the  measure 
“of  most  doubtful  legality,”  but  promised  to  study  the  matter.  The 
United  States  banks  involved  in  Cuba,  while  skeptical  of  any  pro¬ 
posal  that  was  merely  a  camouflage  for  default,  were  willing  to 
consider  this  plan  for  “lending”  United  States  Treasury  bonds  to 
Havana.  They  eventually  agreed  to  the  proposal,  but  only  on  the 
condition  that  the  United  States  government  guarantee  them  against 
loss. 

Another  ingenious  device,  proposed  by  Charles  Taussig,  was  for 
the  United  States  silver  producers  to  accept  Cuban  bonds  in  return 
for  the  sale  to  the  Cuban  Government  of  $5,000,000  worth  of  silver. 
The  producers  could  then  discount  the  bonds  for  a  $5,000,000  loan 
from  the  Reconstruction  Finance  Corporation.  With  the  silver,  the 
Cubans  could  create  $15,000,000  in  coinage  to  be  used  to  pay  its 
internal  debts.  Roosevelt  was  intrigued  with  this  solution  and  sev- 

33  Foreign  Relations  of  the  U.S.,  1933,  V,  578-580. 
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eral  versions  of  it  were  under  study  at  the  State  and  Treasury  De¬ 
partments.  The  president  favored  a  renegotiation  of  the  Cuban  debt 
and  in  fact  had  his  own  pet  idea  about  Cuban  recovery,  which  in¬ 
volved  United  States  support  for  a  “back  to  the  land  movement” 
among  landless  rural  workers.  ” 

On  August  31,  Adolf  Bcrle  (on  this  occasion  as  special  counsel  for 
the  Reconstruction  Finance  Corporation )  and  two  Treasury  officials 
left  for  Havana  to  work  out  the  details  of  a  financial  aid  program. 
Their  report,  submitted  on  September  5,  set  out  a  broad  program  of 
debt  refinancing,  proposing  that  Cuban  Covernment  revenues  be 
allocated  first  to  general  expenses  and  back-salary  claims  and  only 
then  to  debt  repayment.  This  proposal  rellected  new  policy  priorities 
by  placing  Cuban  stability  ahead  of  the  interest  of  the  banks.  It  did 
not  come  in  time,  however,  to  save  the  Cespedes  regime,  which  suc¬ 
cumbed  on  the  night  of  September  4-5,  1933.^  ' 

During  the  incumbency  of  the  uncooperative  Grau  regime  ( Sep¬ 
tember  1933-January  1934 ),  all  programs  of  debt  relief  were  shelved. 
Indeed,  all  forms  of  economic  aid  ceased  and  were  replaced  by  a 
program  of  economic  denial.  For  example,  in  place  of  the  imagina¬ 
tive  program  to  have  the  R.F.C.  finance  the  lending  of  silver  for 
coinage,  the  State  Department  now  embargoed  even  the  delivery  of 
Cuban  coins,  which  had  been  minted  in  the  United  States  under  a 
contract  signed  during  the  Machado  regime.  "’ 

As  with  the  issues  of  trade  and  the  tariff,  debt  relief  programs 
were  trotted  out  once  the  Crau  regime  had  been  deposed.  Two 
weeks  after  the  Batista-installed  regime  of  Carlos  Mendieta  had  come 
to  power,  Roosevelt  granted  the  Havana  government  a  $2,000,000 
credit  with  which  Cuba  could  purchase  “food  relief”  from  the  sur¬ 
plus  stocks  of  the  Agriculture  Department.  This  idea  was  also  typical 
of  the  innovative  nature  of  the  New  Deal  program  for  Cuba.  It  rep¬ 
resents  an  early  expression  of  tied  aid.  This  aspect  of  the  Cuban  pro¬ 
gram  was  the  contribution  of  autarkist  forces  within  the  U.S.D.A. 


3*  Ibid.,  pp.  578—580;  Box  37  (State*  OepartiH'  iit )  “Possible  Plan  for  Emerceney  FinancinR 
in  Cuba.”  Charles  Taussifi  Papers;  837.51  / 1579-1 /2,  1582-1/2,  1588,  1611;  B.G.  84, 
F800Cuba/1933,  vol.  18/851.0,  Nufer  to  Welles  dated  Aucust  19,  1933. 

3.'.  Furcign  Relations  of  the  U.S.,  1933,  V,  581-588;  837.51/1612-1/2  “Sthediile  A”  and 
“Supplement.” 

3'i  For  the  withholding  of  silver  coinage,  see  Foreipu  Relations  of  the  U.S.,  1933,  V,  .568- 
569;  711.37/200.  For  the  delay  of  disaster  relief,  see  837.48Cytlone  of  1933/1-6,  10,  30. 
For  the  withholding  of  United  States  funds  from  the  Havana-based  Inter  American  Trademark 
Office,  see  710.04/492-504. 

Tbe  systematic  effort  by  tbe  Unite<l  States  to  deprive  the  Grau  government  of  economic 
assistance  and  even  normal  economic  int  '•course  again  marks  Cuban  policy  as  a  forerunner  of 
later  policies  that  punished  uncooperative  or  hostile  regimes  by  withholding  of  capital,  manip¬ 
ulation  of  market  prices,  embargoes,  etc.  Economic  “destabilization”  was  an  important  com¬ 
ponent  of  the  policy  by  which  the  United  States  was  able  to  remove  Grau  from  office.  See 
Benjamin,  “United  States  Hegemony  in  Cuba,”  cb.  X. 
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The  concept  seems  to  have  arisen  during  the  desperate  attempt 
to  shore  up  the  United  States-sponsored  Cespedes  government  in 
August  1933.  The  A.A.A.  had  received  an  offer  from  the  Soviet 
Union  to  buy  sugar.  At  the  same  time,  the  packing-house  industry 
was  pressing  A.A.A.  to  find  an  outlet  for  its  enormous  stocks  of  lard. 
Finally,  the  Cubans  were  badly  in  need  of  lard.  The  problem  was 
that  neither  the  Soviets  nor  the  Cubans  could  pay  cash.  The  A.A.A. 
came  up  with  the  idea  of  a  triangular  deal.  A.A.A.  would  exchange 
lard  for  sugar  with  Cuba  and  would  then  finance  the  sale  of  the 
sugar  to  Russia  through  the  R.F.C.  The  packers  added  the  sugges¬ 
tion  that,  in  return  for  taking  Cuba’s  surplus  sugar,  she  might  he 
induced  to  lower  her  duties  on  pork  and  pork  products.  While  this 
particular  deal  did  not  go  through  at  the  time,  the  A.A.A.  (sitting 
on  growing  surplus  agricultural  stocks)  and  the  pork  farmers  (with 
their  eye  on  the  Cuban  tariff)  continued  to  pre.ss  for  “humanitarian” 
relief  to  impoverished  Cuba.  Eventually  both  goals  were  achieved 
after  the  restoration  of  a  pro-United  States  regime.  '* 

A  final  precedent-setting  aspect  of  the  New  Deal  economic  .settle¬ 
ment  w  ith  Cuba  was  the  program  of  trade  credits.  Prior  to  the  crea¬ 
tion  of  a  specific  federal  vehicle  for  trade  financing,  great  ingenuity 
was  required.  Most  efforts  to  aid  Cuba  (and  United  States  export¬ 
ers)  had  focused  on  the  R.F.C.  and  represented  an  attempt  to  expand 
the  limited  credit-creating  functions  that  the  Hoover  Administration 
had  assigned  to  this  agency.  To  rationalize  the  Cuban  credit  pro¬ 
gram  an  Export-Import  Rank  was  created  in  March  1934.  Its  first 
loan  was  for  $3, 800, (XX)  to  enable  the  friendly  Mendieta  government 
to  purehase  silver  in  the  United  States  for  coinage.  This  allowed  the 
Cuban  government  to  stabilize  itself  by  paying  the  back  salaries  of 
the  military  and  civil  servants  and  at  the  same  time  satisfied  the 
demands  of  the  western  silver-producing  states  for  relief  for  their 
“surplus”  commodity.^'* 


Conclusion 

The  creation  of  the  Export-Import  Bank  for  Cuba  in  1934  was  the 
culmination  of  those  proposals  for  a  Cuban  recovery  program 
initiated  in  the  spring  and  summer  of  1933  by  Adolf  Berle,  Charles 

•tT  8.37.48Rcliff  Mcasures/l,  1-1/2,  lA,  2;  611.3731/480-1/2,  482-1/2,  483-1/2. 

Ss  The  first  Export-Import  Bank  had  been  set  up  a  few  months  earlier  in  order  to  aceom- 
plish  a  like  result  with  the  U.S.S.R. 

Mendieta  received  a  second  loan  for  the  same  purpose  in  the  amount  of  $4,400,000  in 
December  1934.  Further  relief  was  provided  by  accept.ance  of  a  debt  moratorium.  See 
837.51/1643,  1772,  1782,  1889-1/2,  1909-1/2;  Smith,  The  United  States  and  Cuba,  163, 
170;  Edgar  B.  Nixon,  ed.,  F.D.R.  and  Foreign  Affairs  (Cambridge,  Mass.,  1968),  I,  663—664. 
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Taussig,  Sumner  Welles,  and  others.  This  innovative  Cuban  policy 
can  be  seen  as  an  important  step  in  the  evolution  of  a  structural 
meshing  of  private  economic  and  public  political  interests.  The  pro¬ 
gram  envisioned  for  Cuba  went  well  beyond  the  tradition  of  “dollar 
diploHiacy”;  it  was  broader  in  its  aims  than  that  attempt  to  create 
positions  of  strength  for  United  States  foreign  policy  by  facilitating 
the  movement  of  private  capital  into  Icss-than-secure  foreign  invest¬ 
ments.  Furthermore,  it  went  beyond  the  export  promotion,  political 
protection,  and  mobilization  and  channeling  of  private  foreign  lend¬ 
ing  characteristic  of  Herbert  Hoover’s  years  as  Secretary  of  Com¬ 
merce  and  later  President.  New  Deal  Cuban  policy  represented  a 
governmental  attempt  to  direct  and  enhance  private  trade  and  prop¬ 
erty  abroad  in  such  a  way  as  to  develop  a  foreign  market  rather  than 
merely  gain  greater  access  to  it.  Finally,  the  Government  was  will¬ 
ing  to  underwrite  the  risks  of  such  an  operation  with  federal  funds 
and  by  means  of  newly  created  or  newly  utilized  federal  authority.** 

Cuban  policy  not  only  signified  a  break  with  the  past,  it  also 
pointed  the  way  toward  the  future.  The  hesitancy  of  private  lend¬ 
ers  to  take  risks  that  depended  upon  the  cooperation  and  stability 
of  foreign  gov<*rnments,  combined  with  Washington’s  growing  will¬ 
ingness  to  use  the  strength  of  the  United  States  economy  to  support 
foreign  policy  would  lead  in  later  decades  to  the  creation  of  massive 
federal  foreign-lending  institutions.  Spurred  by  the  forced  mobiliza¬ 
tions  of  World  War  1 1  and  the  Cold  War,  the  use  of  national  tax 
revenues  to  underwrite  policy  would  be  elaborated  into  broad  pro¬ 
grams  of  foreign  “aid”  and  loan  and  investment  guarantees.  New 
attitjides  and  governmental  machinery  would  tie  United  States  eco¬ 
nomic  expansion  to  distant  economies  and  make  this  nation  the 
centerpiece  of  a  global  economic  structure. 

The  use  of  such  early  federal  financial  institutions  as  the  Recon¬ 
struction  Finance  Corporation  and  the  Export-Import  Bank  to  pro¬ 
tect  and  enhance  United  States  interests  in  the  island  mark  Cuban 
policy  as  one  of  the  earliest  expressions  of  this  development.  The 
genesis  of  the  expansionist  and  internationalist  outlook,  usually  as¬ 
sociated  with  the  years  of  World  War  1 1,  thus  can  be  found  in  the 
earliest  ruminations  of  the  “Brain  Trust,”  and,  in  the  case  of  Cuban 

•1!'  In  rfcent  yvais,  scholars  have  teniU-d  fo  intcTprot  Xew  Deal  economic  policies  as  illus- 
tratini!  greater  continuity  with  those  of  the  Progressive  tradition  and  the  Hoover  administration. 
Nevertheless,  what  appeared  in  the  early  thirties  as  doctrinal  carry-overs  had  become  by  tbe 
late  forties  ipialitative  distinctions  of  great  significance.  On  this  subject,  sec:  William  A. 
Williams,  The  Triinedy  of  American  Diplomacy  (New  York,  1972),  eh.  V;  Barton  Bernstein, 
“Tbe  New  Deal:  Conservative  Achievements  of  Liberal  Reform,”  in  Towards  A  New  Past 
(New  York,  1968),  263-288;  Robert  N.  Seidel,  “Progressive  Pan  Americ.-inism:  Development 
and  U.S.  Policy,  1906-1931”  (Doctoral  Dissertation,  Cornell  Univ.,  1973),  640-645  and 
649-654. 
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policy,  was  in  the  process  of  formulation  as  early  as  the  winter  of 
1932-1933.  That  this  period  is  considered  to  be  one  of  intense  isola¬ 
tionism  and  economic  autarky  makes  such  a  finding  all  the  more 
provocative  and  attests  to  the  profundity  of  the  expansionist  impulse 
within  the  political  economy  of  the  United  States. 
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Reflections  on  George  Rogers  Taylor’s 
The  Transportation  Revolution, 
1815-1860:  A  Twenty-five  Year 
Retrospect 


C  “All  Ixwks  are  dead  in  twenty-five  years'  Mr.  Justice  Holmes  wrote  to 
Sir  Frederick  Pollock.  An  example  of  Holmes’  mastery  of  the  art  of  over¬ 
statement,  the  dictum  has  its  notable  exceptiens,  as  even  a  relatively 
young  discipline  such  as  economic  and  business  history  reveals.  Professors 
Scheiber  atul  Salsbury  make  the  case  for  the  permanent  impact  of  one 
such  exception.  At  the  Editors  discretion,  communications  like  the  fol¬ 
lowing  may  be  published  in  the  future  about  other  milestones. 


George  Rogers  Taylor  once  observed  that  “stages,  periods,  eras 
and  epochs  are  devices  commonly  adopted  by  historians  .  .  .  ,  [to 
serve]  as  the  boxes,  the  pigeonholes,  into  which  the  elusive,  tangled 
and  intractable  materials  of  history  are  filed  in  order  to  render  them 
more  manageable  and  comprehensible.”  '  Few  scholarly  works  have 
defined  an  era  and  provided  a  conceptual  framework  for  its  analysis 
more  successfully  than  Taylor’s  The  T  r  (import  at  ion  Revolution, 
1815-1860.-  Its  publication  in  1951  was  the  capstone  of  several  dec¬ 
ades  of  rich  monographic  scholarship,  by  Taylor  himself  and  many 
others.  The  historical  profession  immediately  hailed  Taylor’s  work. 
It  has  been  widely  used  in  undergraduate  courses;  it  is  every  sensi- 

Busincss  History  Befww,  Vol.  LI,  No.  1  (Spring,  1977).  Copyright  ©  The  President  and 
Fellows  of  Harsard  College. 

1  Taylor,  “Stace  Theories  of  Economic  History,”  in  Taylor  and  L.  F.  Ellsworth,  eds.. 
Approaches  to  American  Economic  History  (Charlottesville,  Va.,  1971),  24. 

”  New  York,  1951.  This  was  one  of  the  volumes  in  the  distinguished  series.  The  Economic 
History  of  the  United  States,  edited  by  Henry  David  and  others.  Taylor’s  volume,  originally 
published  by  Holt,  Rinehart  &  Winston,  was  subsequently  published  in  paperback  by  Harper 
&  Row. 
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Professor  Emeritus  of  Economics,  Amherst  College 

ble  doctoral  candidates  “Michclin  Guide”  to  the  region  it  covers; 
and  it  is  one  of  those  indispensable  volumes  to  which  the  teacher 
and  researcher  in  economic  history  repeatedly  returns.  Finally,  The 
Transportation  Revolution  provided  historians  with  a  preliminary  — 
but  as  time  has  proved,  sage  and  insightful  —  set  of  suggestions  for 
the  exploration  of  terrain  relatively  unexplored  in  1951.  Now,  some 
25  years  after  the  book’s  appearance,  this  essay  attempts  a  reap¬ 
praisal  of  it  both  as  a  work  of  synthesis  that  “rendered  comprehen¬ 
sible”  complex  materials  and  as  a  .study  that  has  influenced  subse¬ 
quent  scholarship.  It  is  our  hope  that  this  essay  will  also  serve  to  pay 
tribute  to  a  valued  friend  and  fellow  scholar  who  has  enriched  and 
enlivened  the  field  of  economic  history. 

Taylor’s  Synthesis 

The  great  tradition  of  American  historical  scholarship  is  the  mono¬ 
graph,  with  its  unique  requirements  of  discipline  and  rigor  in  the 
systematic  analysis  of  a  carefully  designed  research  problem.  That 
tradition,  which  encompassed  economic  history,  began  with  the 
emergence  of  professional  graduate  study  just  before  1900  and  con- 
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tinned  down  to  the  1940s,  when  Taylor  s  book  was  being  written.  But 
economic  historians  had  also  produced  some  outstanding  works  of 
synthesis  during  that  period:  Lewis  Gray’s  history  of  southern  agricul¬ 
ture,  Victor  S.  Clark’s  history  of  manufacturing,  and  Joseph  Schumpe¬ 
ter’s  study  of  business  cycles,  all  set  a  high  standard.*  The  Transpor¬ 
tation  Revolution  not  only  matched  this  standard  but  also  was  of 
wider  scope  than  these  earlier  landmark  works.  Moreover,  Taylor’s 
study  reflects  the  best  tradition  of  monographic  scholarship  fused 
with  synthesis.  The  book  presents  a  massive  base  of  empirical  data, 
drawn  both  from  earlier  scholarly  studies  and  original  sources;  and 
the  interpretive  conclusions  are  explicitly  reached  by  a  process  of 
systematic  argument  from  those  data.  The  book  bristles  with  pro- 
fotmd  insights,  but  the  reader  is  never  left  to  take  on  faith  the  author’s 
private  distillation  of  ideas. 

Despite  its  title.  The  Transportation  Revohition  deals,  of  course, 
not  only  with  transport  change  but  also  with  the  development  and 
impact  of  pre-lS60  industrialization.  Moreover,  the  book  provides 
what  is  even  today  the  best  published  overview  and  analysis  of  public 
economic  policy  in  the  antebellum  era.  Because  the  book,  apart  from 
its  other  merits,  is  a  siinwiarium  of  the  research  accomplished  throiigh 
the  1940s  in  the  field  of  economic  and  business  history,  it  is  worth 
probing  briefly  the  main  secondary  sources  on  which  Taylor  drew. 
First,  there  was  the  large  and  important  body  of  historical  price  data 
accumulat'd  both  by  individual  scholars  and  those  associated  with 
the  Committee  on  Price  History,  The  price  data  constituted  one  of 
the  major  research  achievements  of  the  day,  a  corpus  of  work  that 
sid)sequently  has  provided  an  indispensable  foundation  for  modern 
studies  of  national  income  and  commodity  scries  (especially  the 
studies  sponsored  by  the  National  Bureau  of  Economic  Research). 
Thomas  Senior  Berry’s  study  of  western  prices  and  trade  flows, 
Arthur  Cole’s  work  on  wholesale  prices,  and  other  similar  efforts  per¬ 
mitted  Taylor  to  build  a  solid  foundation  for  generalizations  about 
the  integration  of  a  truly  national  economy,  one  of  the  central  con¬ 
tributions  of  his  book. 

Second,  Taylor  incorporated  into  his  overall  synthesis  and  into 
sectoral  analyses  the  frustratingly  encyclopedic,  often-fragmented 
materials  produced  by  the  several  Carnegie  Institution  studies  that 
did  not  attain  the  high  standard  set  by  Lewis  Gray  and  Victor  S.  Clark. 

We  do  not  provide  full  citations  of  secondary  works  cited  in  this  study,  with  a  few 
exceptions.  BiblioKraphic  infonnalion  is  readily  obtained  from  George  Rogers  Taylor, 
American  Economic  History  before  1860  (Goldentree  Bibliographies  in  American  History, 
ed.  Arthur  S.  Link)  (New  York,  1969). 
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Third,  Taylor  drew  upon  the  first  fruits  of  the  monographs  then 
appearing,  under  auspices  of  the  Committee  (now  Council)  on 
Research  in  Economic  History,  that  were  analyzing  the  problem  of 
laissez-faire  versus  interventionism  in  the  economic  policies  of  indi¬ 
vidual  states  in  the  antebellum  period.  Together  with  Edward  Kirk- 
lands  work  on  New  England,  these  studies  were  overturning  the 
widely-accepted  popular  conception  of  the  antebellum  states  as  pas¬ 
sive  actors  in  the  drama  of  economic  development.^  Taylor  undoubt¬ 
edly  magnified  the  impact  of  these  studies  by  endorsing  their 
revisionist  appraisal.  Moreover,  he  drew  upon  them  tellingly  to 
illustrate  another  central  theme:  the  view  that  local  commercial 
rivalries  had  influenced  the  pace  and  timing  of  major  transport 
innovations. 

Taylor  exploited  a  fourth,  closely  related  line  of  scholarship,  the 
work  on  industrial  and  entrepreneurial  history  that  came  mainly  from 
Harvard  in  the  1930s  and  1940s.  Paul  Gates  had  examined  railroad 
politics,  finance,  and  land  management;  Arthur  Cole,  Harold  William¬ 
son,  Evelyn  Knowlton,  and  others  had  illuminated  the  history  of 
textiles;  Kenneth  Porter,  George  Gibb,  and  colleagues  had  done  the 
same  for  individual  entrepreneurs  and  firms.  If  the  “golden  age”  of 
entrepreneurial  history  still  flourishes,  it  had  already  emerged  bril¬ 
liantly  before  1951,  and  so  Taylor  could  mine  a  rich  lode  of  data. 
In  his  narrative  on  the  industrial  sector,  Taylor  accepted  the  concept 
of  “mercantile  capitalism,”  which  gave  way  to  “industrial  capital¬ 
ism”  and  “finance  capitalism,”  in  the  Marx-Schmoller-IIacker  tradi¬ 
tion.  Thus,  The  Transportation  Revolution  contains  finely-etched 
illustrative  material  on  the  mechanisms  by  which  new  firms  were 
organized  and  financed,  managerial  techniques,  and  the  diversity  of 
responses  by  industries  and  individual  firms  to  changing  market 
opportunities  generated  by  transforming  innovations  in  transport. 

In  addition,  Taylor  used  the  larger  corpus  of  specialized  studies 
illuminating  major  problems  in  the  economic  history  of  the  period. 
Among  the  most  important  of  these  for  him  was  Robert  Albion’s 
Rise  of  New  York  Port,  with  its  stress  on  mercantile  organization, 
urban  rivalry,  and  the  relationship  between  transport  innovation  ( in 
this  case  the  Erie  Canal)  and  urbanization  patterns.  Albion  rein¬ 
forced  one  of  Taylor’s  major  hypotheses,  that  “the  leading  business 
and  professional  men  of  each  city  were  bound  together  in  a  com- 

•*  These  works  are  analyzed  in  Robert  A.  Lively,  ‘"The  American  System:  A  Review 
Article,”  Business  History  Review,  XXIX  (March,  1955);  and  reappraised,  along  with 
subsequently  published  studies,  in  Harry  N.  Scheiber,  “Government  and  the  Economy: 
Studies  in  the  ‘Commonwealth”  Policy  in  Nineteenth-Century  America,”  Journal  of  Inter¬ 
disciplinary  History,  III  (1971),  135-151. 
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munity  of  interest,  in  city-states  not  unlike  those  of  ancient  Greece 
in  which  the  desire  for  the  benefits  of  commercial  growth  and  pros¬ 
perity,  reinforced  by  civic  pride  and  local  patriotism,  led  to  long  and 
bitter  warfare  ...  [or]  a  sort  of  metropolitan  mercantilism.”  Simi¬ 
larly,  a  distinguished  group  of  studies  on  banking  and  financial  history 
had  explored  aspects  of  both  institutional  change  and  public  policy  — 
works  by  Fritz  Rcdlich,  Esther  Tans’  study  of  central-banking  func¬ 
tions  of  the  Treasury  (an  important  monograph  that  had  had  little 
impact  until  Taylor’s  work  appeared),  Bray  Hammond’s  early  essays, 
and  the  older  history  of  the  Second  Bank  of  the  United  States  by 
Ralph  Catterall.  ( Taylor  also  integrated  into  the  analysis  the  research 
of  Harry  Miller,  Leonard  Hcldcrman,  and  Margaret  Myers.) 

Taylor  accepted  the  principal  substantive  finding  of  most  of  these 
studies  —  that  the  Second  Bank  had  performed  well  its  fiscal  and 
central-banking  functions.  But  on  several  counts  he  departed  from 
the  conventional  interpretations.  First,  he  recaptured  the  context 
and  spirit  of  pre-1860  debates  over  banking  by  stressing  that  the  BUS 
could  hardly  be  considered  a  “responsible”  institution,  controlled  by 
the  government.  Second,  he  argued  against  judging  anti-BUS  and 
anti-banking  critics  of  the  Jacksonian  era  by  critical  standards  de¬ 
rived  by  modern  scholars  from  long  experience,  a  century  later,  with 
advanced  central  banking.  And  third,  he  proposed  an  intriguing  and 
( as  it  proved )  controversial  (jiiestion  as  to  whether  relatively  uncon¬ 
trolled  banking  may  in  fact  have  served  to  stimulate  economic  growth 
in  the  pre-1860  period. 

Finally,  The  Transportation  Revolution  brilliantly  integrated 
Taylor’s  own  and  other  scholars’  research  on  technological  and  labor 
history  with  materials  of  broader  scope  in  economic  and  business 
history.  Thus  he  drew  heavily  on  the  pathbreaking  studies  of  Louis 
Hunter  on  steamboats,  Edward  Kirkland  on  railroads,  and  Victor  S. 
Clark  on  manufacturing.  Similarly,  as  a  base  for  his  highly  original 
chapters  on  manufacturing  and  labor,  Taylor  exploited  works  by 
Vera  Shlakman,  Norman  Ware,  Caroline  Ware,  and  John  R.  Com¬ 
mons.  In  his  section  on  labor  history,  as  in  his  consideration  of 
laissez-faire  and  interventionism  in  the  antebellum  economy,  Taylor 
evaluated  major  new  research  and  integrated  it  into  his  book.  Arthur 
Schlesinger,  Jr.’s  Age  of  Jaekson  had  generated  a  sharp  controversy 
over  the  relationship  between  workers  and  the  Jacksonian  Democ¬ 
racy;  and  the  first  fruits  of  Joseph  Dorfman’s  seminar  at  Columbia 
(works  on  the  status  and  politics  of  the  Workingmen’s  movement) 
were  just  appearing.  In  The  Transportation  Revolution,  Taylor 
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skirted  narrow  political  questions  such  as  the  actual  party  affiliations 
of  the  workers;  instead  he  focused  upon  the  relationship  of  workers’ 
movements  to  radicalism  in  its  ideological  dimension,  giving  only 
slight  attention  to  the  alleged  political  and  voting  linkages  that 
Schlesinger  had  contended  were  evident.  This,  as  later  work  has 
proved,  demonstrated  reliable  instincts. 

Taylor’s  Original  Comributions 

The  heritage  of  scholarly  studies  available  to  Taylor,  impressive 
as  it  was,  covered  many  topics  but  by  no  means  all  that  are  the  core 
concerns  of  The  Transportation  Revolution.  Retrospective  considera¬ 
tion  suggests  how  many  lacunae  remained  —  important  areas  of 
analysis  that  had  been  left  relatively  unexplored.  And  here  Taylor’s 
own  achievement  comes  to  the  fore,  both  in  the  novel  conceptual 
structures  with  which  he  recast  major  topics,  and  in  original  research 
of  his  own. 

Of  these  contributions,  one  of  the  most  valuable  was  a  technical 
tot(r  de  force:  the  determination,  from  a  vast  array  of  contemporary 
sources,  of  the  rapidly  changing  costs  of  transport  in  the  1815-1860 
f  era.  This  monographic  effort,  embodied  in  Chapter  7  of  The  Trans¬ 
portation  Revolution,  provided  the  first  reliable  delineation  of  the 
“transportation  revolution”  in  its  essential  structural  dimension. 
Although  not  all  of  Taylor’s  data  have  stood  entirely  the  test  of  further 
research  (for  which  Taylor  himself  has  called  urgently  on  many 
occasions),  his  efforts  provided  the  profession  with  a  landmark 
.statistical  contribution. 

At  a  more  general  level.  The  Transportation  Revolution  established 
a  conceptual  framework  that  has  endured,  intact,  through  two 
decades  of  reappraisal:  he  contended  that  over  the  1815-1860  period 
“the  colonial  orientation  of  the  American  economy”  gave  way  “and 
a  national  economy  [took]  its  place.”  In  explaining  this  proeess, 
Taylor  stressed:  technologieal  innovation;  publie  investment  in  the 
transport  sector;  public  policy  more  generally,  ineluding  corporate 
law,  taxation,  and  subsidy;  and  the  role  of  urban  and  commercial 
rivalries  that  impelled  organizational  efforts  and  private,  as  well  as 
governmental,  transport  promotion.  In  sum,  Taylor  established  that 
“the  transportation  revolution”  was  not  solely  a  series  of  transforma¬ 
tions  in  technology  and  in  the  tran.sport  sector  itself,  but  an  integral 

5  For  some  revisions  of  Taylor’s  data,  see  Albert  Fishlow,  American  Railroads  and  the 
Transformation  of  the  Ante-bellum  Economy  (Cambridge,  1965);  and  Harry  Scheiber,  Ohio 
Canal  Era:  A  Case  Study  of  Government  and  the  Economy,  1820-1861  (Athens,  Ohio  1969), 
chs.  9-10. 
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element  in  industrialization  and  in  the  process  of  economic  integra¬ 
tion.  If  these  themes  bore  the  hallmarks  of  suggestions  set  forth  much 
earlier  by  Guy  Stevens  Callendar  and  Louis  Schmidt,  Taylor  ad¬ 
vanced  the  analysis  in  a  distinctly  qualitative  sense  and  not  merely 
in  degree. 

Also  of  striking  originality  was  Taylor’s  analysis  of  America’s  ante¬ 
bellum  agricultural  and  industrial  labor  force.  Here  he  pieced  to¬ 
gether  widely  scattered  fragments  of  material  on  working  conditions 
from  contemporary  journals,  government  reports,  and  other  sources. 
He  also  gave  full  attention  to  the  themes  that  prior  to  1951  had  been 
the  staples  of  labor  history,  represented  by  work  such  as  Norman 
Ware’s  and  Commons’:  unionization  ( of  a  tiny  minority  of  workers, 
in  only  tens  of  thousands ),  the  legal  status  of  labor,  and  the  interplay 
between  worker  organizations,  intellectual  reformers,  and  politics. 
But  Taylor  went  further,  by  placing  ecjually  at  the  forefront  of  his 
analysis  such  .sociological  problems  as  the  changing  organization  of 
work,  the  recruitment  and  discipline  of  industrial  workers,  and  work¬ 
ing-class  culture.  He  had  been  anticipated  by  Caroline  Ware  and  a 
few  others,  and  he  did  not  explore  these  themes  in  the  depth  sub- 
se(juently  achieved  by  Edward  Kirkland  or  Herbert  Cutman.”  None¬ 
theless,  Taylor’s  approach  was  substantially  different  from  what  a 
recapitulation  of  existing  work  would  have  produced. 

Taylor  also  grappled  with  the  sorely  inadecpiate  data  on  real  wages 
and  living  standards,  confessing  that  he  could  not  confidently  reach 
definitive  conclusions.  In  this  area,  the  recent  scholars  Stanley 
Lebergott,  Walter  Adams,  and  others  have  gone  far  beyond  The 
Transportation  Revolution.  But  Taylor  had  warned  that  judgment 
of  whether  workers  bettered  their  lot  must  depend  upon  matters  that 
reflect  the  quality  of  life  and  not  merely  wages.  Similarly,  Taylor 
echoed,  subtly  at  least,  the  Bcardian  tradition  that  emphasized  con¬ 
flict  of  labor  and  capital.  But  Taylor  did  .so  with  a  difference;  he 
gave  careful  attention  to  the  complex  variety  of  labor  relations  in 
diverse  industrial  settings,  ranging  from  the  early  Lowell  mills  and 
Philadelphia  craftsmen’s  workshops  to  iron  mines,  canal  ditches,  and 
road  projects.  In  equally  sensitive  but  less  prominent  passages, 
Taylor  cut  close  to  the  heart  of  concerns  that  later  would  infuse  the 
work  of  Willard  Hurst,  John  Sawyer,  and  others,  with  his  contention 
that  when  antebellum  Americans  confronted  the  problems  of  indus¬ 
trialization  and  growth,  they  did  so  in  “the  spirit ...  of  a  young  and 

®  Edward  Chase  Kirkland,  Industry  Comes  of  Age;  Business,  Labor,  and  Public  Policy, 
1860-1897  (Newf  York,  1961);  Herbert  Giitm.an,  “VV'ork,  Culture,  and  Society  in  Industrial¬ 
izing  America,  1815-1919,”  American  Historical  Rcrieu:,  LXXVIIl  (June,  1973),  531— .588. 
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pioneering  people  who  were  trying  new  things  in  an  undeveloped 
country.” 

Taylor  built  his  sectoral  analyses  of  industry  and  transport  upon  a 
solid  foundation  in  the  history  of  technology  consistent  with  the  great 
tradition  of  Paul  Mantoux  on  the  industrial  revolution,  revitalized 
recently  by  David  Landes’  Prometheus  Unbound.  Despite  the  pas¬ 
sage  of  the  years,  and  the  appearance  of  pathbreaking  interpretive 
studies  such  as  Nathan  Rosenberg’s  and  Paul  Strassman’s,  The  Trans¬ 
portation  Revolution  remains  a  reliable  and  concise  repository  of  data 
brought  together  systematically  from  a  staggering  array  of  contempo¬ 
rary  sources. 

If  the  book  is  “dated,”  in  any  significant  way,  it  is  by  its  lack  of 
explicit  attention  to  economic  growth  in  the  rigorous  sense  that  in¬ 
forms  virtually  all  the  major  studies  in  the  discipline  over  the  past 
fifteen  years  —  especially  the  scholarship  that  has  been  influenced  by 
Douglass  North’s  pathbreaking  work.  The  Economic  Growth  of  the 
United  States,  1790-1860  ( 1961 )  and  by  the  studies  of  Simon  Kuznets, 
Robert  Gallman,  and  others  on  commodity  output,  national  product, 
and  other  statistical  indices  of  growth.  It  does  not  detract  from  the 
contributions  of  North  and  others  to  note  that  on  one  central  point 
Taylor  was  right  and  North  clearly  wrong:  It  was  Taylor’s  thesis  that 
government  policy  and  law  shaped  economic  growth,  a  concept  essen¬ 
tially  denied  or  assumed  away  through  the  magical  invocation  of 
ceteris  paribus  in  the  early  works  in  the  “New  Economic  History.” 
Indeed,  today  .some  of  the  earliest  and  best  of  the  “new”  historians 
are  dedicating  their  energies  to  such  themes  as  property  institutions 
and  localistic  American  “mercantilism”  in  a  vein  successfully  ex¬ 
plored,  even  if  not  definitively  marked  out,  in  The  Transportation 
Revolution.  Above  all,  the  same  spirit  of  broad  and  adventurous 
inquiry  that  had  led  Taylor  into  the  then-nascent  field  of  price  history 
with  his  1929  dissertation  has  impelled  him  to  contribute  one  of  the 
seminal  studies  of  economie  growth  on  the  pre-1840  period.^ 

Taylor’s  Work  Since  1951 

Taylor  has  remained  at  the  center  of  scholarly  dialogue  on  a  num¬ 
ber  of  important  interpretive  issues.  Much  of  his  more  recent  work 
has  focused  on  the  growth  of  American  cities.  When  he  wrote  The 

Taylor  received  the  doctorate  from  the  University  of  Chicago  in  1929.  Among  his 
published  studies  of  price  history  were;  “Prices  in  the  Mississippi  Valley  Preceding  the  War 
of  1812,”  Journal  of  Economic  and  Business  History,  III  (1930),  148—163;  “Wholesale 
Commodity  Prices  .at  Charleston,  S.  C.,”  two  parts  (covering  1732—1861 ),  ibid.,  IV  (February, 
August,  1932).  The  more  recent  .study  is  “American  Economic  Growth  before  1840:  An 
Exploratory  Essay,”  Journal  of  Economic  History,  XXIV  (December,  1964),  427—444,  Pro¬ 
fessor  Taylor’s  presidential  address  before  the  Economic  History  Association  annual  meeting. 
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Transportation  Revolution,  there  was  only  a  slender  body  of  modem 
scholarship  on  urban  growth.  Taylors  contribution  to  the  analysis 
of  urban  development  appears,  in  retrospect,  all  the  more  impressive 
when  one  considers  how  prominent  in  the  citations  to  his  sections  on 
urban  society  and  urbanization  were  references  to  the  half-century- 
old  study  by  Adna  Weber.  Moreover,  Taylor’s  later  work  has  con¬ 
tinued  to  break  new  interpretive  ground.  His  Smithsonian  articles  on 
intra-urhan  transport  ( along  with  Sam  Bass  Warner,  Jr.’s  analysis  of 
Boston)  defined  a  previously  unrecognized  dimension  of  urban 
process  and  cast  new  light  on  the  dynamics  of  “urban  spread.”  And  in 
a  contribution  to  the  1965  Hagley  symposium  on  the  Civil  War  era, 
Taylor  brilliantly  illuminated  the  interactions  between  urbanization, 
the  development  of  a  regionally  specialized  national  economy,  and 
economic  growth.  Meanwhile,  Taylor  had  also  advanced  the  study 
of  economic  growth  as  reflected  in  urban  price  series;  and  in  testi¬ 
mony  to  the  Joint  Economic  Committee,  he  provided  what  quickly 
became  the  standard  summary  view  of  the  history  of  American  prices.® 

Transportation  and  its  impact  on  the  development  of  American 
economic  institutions  have  remained  central  to  Taylor’s  research.  In 
1956  he  joined  with  Irene  Neu  to  publi.sh  The  American  Railroad 
Network,  1861-1890,  the  definitive  study  on  how  the  multi-gauged 
antebellum  railway  network  became  a  truly  integrated  transportation 
system.  The  maps,  alone,  in  this  volume  are  a  unique  and  important 
contribution  to  economic  history. 

In  1965  Taylor  retired  from  Amherst  College,  where  he  had  created 
a  pioneer  American  Studies  program  that  achieved  wide  national 
acclaim,  and  for  the  next  five  years  was  the  Senior  Resident  Scholar 
at  the  Eleutherian  Mills  Historical  Library  in  Greenville,  Delaware. 
This  new  position  gave  him  an  opportunity  to  continue  his  research 
and  to  teach  a  series  of  advanced  graduate  seminars  in  economic 
history  at  the  nearby  University  of  Delaware.  In  common  with  most 
economic  historians,  Taylor  was  fascinated  by  Douglass  North’s 
Economic  Growth  of  the  United  States  1790-1860.  Despite  North’s 

'♦Taylor,  “The  Beginnings  of  M.ass  Transportation  in  Urban  America,  Part  I,”  The  Smith- 
soniim  Journal  of  History,  (Summer,  1966);  Part  II,  ibid.,  (Autumn,  1966);  Taylor,  “The 
National  Economy  Before  and  After  the  Civil  War,”  in  D.avid  T.  Gilchrist  and  David  Lewis, 
eds..  Economic  Change  in  the  Civil  War  Era  (Greenville,  Delaware,  1965);  Taylor,  Statement 
(with  Ethel  Hoover)  at  Hearinns  before  the  Joint  Economic  Committee:  Employment,  Growth 
and  Price  Levels,  86th  Cong.,  1st  Sess.,  April  9,  1959  (Washington,  1959);  Taylor,  “American 
Urban  Growth  Preceding  the  Bailway  Age,”  Journal  of  Economic  History,  XXVII  (September, 
1967).  Taylor  has  also  continued  to  bring  the  master-journeyman’s  skills  to  the  workbench 
in  more  closely  focused  monographic  work.  Thus  he  contributed  in  1960  an  authoritative  sum¬ 
mary  of  the  primary  sources  for  reconstruction  of  railroad  mileage  and  investment  statistics  in 
the  nineteenth  century:  “Railroad  Investment  before  the  Civil  War:  Comment,”  Trends  in  the 
American  Economy  in  the  Nineteenth  Century,  National  Bureau  of  Economic  Research,  Studies 
in  Income  and  Wealth,  Vol.  XXIV  (Princeton,  1960),  524—544. 
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impressive  use  of  numbers,  however,  Taylor  felt  that  historians  still 
lacked  sufficient  hard  data  about  the  antebellum  economy. 

Taylor  particularly  thought  that  North  had  not  proved  his  thesis 
that  prior  to  the  Civil  War  the  three  great  American  sections,  the 
South,  the  North,  and  the  West  had  become  speciali/ed  economically 
and  interdependent  upon  one  another.  Consecjuently,  Taylor  sym¬ 
pathized  with  Albert  Fishlow’s  criticism  of  North’s  work.”  Taylor  felt 
that  only  through  further  extensive  research  could  the  questions 
raised  by  North  and  Fishlow  be  answered.  Taylor  knew  that  much 
excellent  data  lay  untapped  in  widely  scattered  government  records, 
and  in  such  items  as  the  annual  reports  of  urban  boards  of  trade, 
canal  commissions,  and  railroad  corporations.  Under  Taylor’s  direc¬ 
tion,  the  Eleutherian  Mills  Historical  Library  .set  out  to  collect  stich 
data.  At  the  same  time,  he  encouraged  his  graduate  students  to 
gather  and  use  such  material.  T.  Allan  Comp’s  work  on  the  antebel¬ 
lum  Virginia  grain  trade  resulted  from  Taylor’s  encouragement.  An¬ 
other  direct  outgi  owth  of  Ta)’lor’s  influence  was  Diane  Lindstrom’s 
studies.  Her  “Southern  Dependence  Upon  Interregional  Grain  Sup¬ 
plies:  A  Review  of  Trade  Flows,  1840-1860  ”  helped  to  dispel  North’s 
assertion  that  western  food  was  essential  to  southern  plantations. 
Taylor  also  inspired  Lindstrom  to  undertake  her  prize-winning  study 
of  Philadelphia’s  pre-Civil  War  commerce.  Tliis  work,  forthcoming 
from  Columbia  University  Press,  further  challenges  the  North  thesis 
on  interregional  trade."'  While  at  the  Eleutherian  Mills  Library, 
Taylor  also  published  what  has  become  the  standard  bibliography 
on  American  economic  history  before  1860." 

In  a  spirit  that  represents  the  best  tradition  of  scholarly  inquiry, 
Taylor  has  always  welcomed  new  research  that  could  modify  or 
would  challenge  conclusions  he  reached  in  The  T  rampart  at  ion 
Revolution.  He  has  been  unstintingly  dedicated  to  the  task  of  push¬ 
ing  back  the  frontiers  of  knowledge  and  to  stimulate  others  to  join 
him  in  this  task.  All  the  while,  he  has  also  given  his  energies  and 
learning  to  the  task  of  enriching  the  study  of  American  civilization 
in  the  colleges  and  schools;  and  for  twenty  years,  he  edited  the 
magnificent  series.  Problems  in  American  Civilization,  known  to 

Fishlow,  “Ante-bellum  Regional  Trade  Reconsidered,”  American  Economic  Rciicu:,  LIV 
(1964),  352-364. 

*0  Lindstrom’s  article  on  “Southern  Dependence”  is  in  Af’ricultural  History,  XLIV  (Janu¬ 
ary,  1970);  Mr.  Comp’s  University  of  Delaware  doctoral  dissertation  is  near  completion.  Lind¬ 
strom’s  dissertation  on  “Demand,  Markets,  and  Eastern  Economic  Development:  Philadelphia, 
1815—1840”  (also  University  of  Delaware)  won  the  Columbia  University  Prize  in  Economic 
History  in  Honor  of  Allan  Kevins. 

11  Cited  in  note  3. 
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every  teacher  of  American  history  as  “the  Amherst  series,”  which 
became  a  classroom  staple  throughout  the  nation.'- 
The  formation  in  1975  of  The  Regional  Economic  History  Research 
Center  at  the  Eleutherian  ^^ills  Historical  Library  realizes  a  dream 
that  Taylor  had  when  he  first  came  to  the  Library  as  Senior  Resident 
Scholar  in  1965.  The  initial  efforts  of  the  Center,  which  has  received 
a  substantial  grant  from  the  National  Endowment  for  the  Humani¬ 
ties,  will  appropriately  focus  on  the  economic  history  of  the  mid- 
Atlantic  area  from  1750  to  1850.*“  All  scholars  who  work  in  this  field 
will  owe  an  enormous  debt  to  George  Rogers  Taylor,  who  as  histo¬ 
rian,  economist,  critic,  bibliographer,  and  teacher  has  already  well 
earned  the  respect  and  gratitude  of  his  colleagues. 

*2  Taylor  served  as  series  general  editor  from  1948  to  1968.  He  also  was  editor  of  four 
individual  volumes  in  the  series:  The  Turner  Thesis  (three  editions.  New  York,  1949,  1956, 
1972);  Jackson  versus  Biddle:  The  Slrufinle  over  the  Second  Bank  of  the  United  States  (two 
editions,  1949,  1972);  Hamilton  and  the  National  Debt  (1950);  and  The  Great  Tariff  Debate, 
1820-1830  (1953). 

>3  See  Glenn  Porter,  ed.,  Begional  Economic  llistonj:  The  Mid-Atlantic  Area  Since  1700 
(Greenville,  Del..  1976). 
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HARVARD  DIVERSITY 

(retired) 

NOTE 

The  Role  of  Private  Banks  in  the 
Early  Economy  of  the  United  States 

Students  of  American  banking  history  have  tended  to  concen¬ 
trate  on  chartered  banks,  not  because  they  fail  to  recognize  the 
importance  of  private  bankers  in  the  early  economic  development  of 
the  United  States,  but  because  of  the  problems  that  surround  re¬ 
search  on  this  subject.  One  of  the  best  recent  statements  of  the 
importance  of  private  bankers  is  nevertheless  far  from  convincing  — 
judging  from  comments  of  others  in  the  field  —  as  a  result  of  the  lack 
of  hard  evidence  on  this  point.  I  therefore  offer  this  note  to  draw 
attention  to  possibilities  for  placing  such  reviews  on  more  solid 
ground.' 

Let  us  distinguish  between  two  kinds  of  banking  functions;  one  is 
essentially  of  economic  character,  namely  the  creation  of  purchasing 
power,  while  the  second  is  primarily  of  business  character  and  thus 
only  indirectly  influences  the  economy  as  a  whole.  To  begin  with 
the  first,  in  the  late  eighteenth  and  early  nineteenth  centuries  the 
main  instruments  for  creating  purchasing  power  were  bills  of  ex¬ 
change  and  promissory  notes,  of  which  the  latter  came  to  play  a 
particular  role  in  the  early  United  States.  Originally,  many  of  the 
American  colonies  and  states  when  coming  into  existence  were 
reluctant  to  legalize  the  promissory  note  as  a  business  instrument. 
Only  in  the  second  stage  of  the  country’s  development  did  the 
attitude  slowly  change.  But  then  the  issuance  of  promissory  notes 
was  often  restricted  to  chartered  banks.  They  issued  promissory 
notes  in  the  form  of  banknotes,  this  being  actually  the  basis  of  their 
business.  Rather  late  in  the  nineteenth  century  everywhere  in  this 
country  the  issue  of  promissory  notes  was  legalized  and  their  use 

Business  History  Review,  Vol.  LI,  No.  1  (Spring,  1977).  Copyright  ©  The  President  and 
Fellows  of  Harvard  College. 

1  Richard  Scylla,  “Forgotten  Men  of  Money:  Private  Bankers  in  Early  U.  S.  History,”  and 
Discussion  by  Lance  E.  Davis.  Papers  Presented  at  the  Thirty-fifth  Annual  Meeting  of  the 
Economic  History  Association,  published  in  The  Journal  of  Economic  History,  XXXVI  ( March, 
1976),  173-197. 


became  common  practice  in  every  line  of  business.  For  details  I 
refer  to  my  paper,  “The  Promissory  Note  as  a  Financial  and  Business 
Instrument  in  the  Anglo-Saxon  World;  A  Historical  Sketch”  in  Recue 
Internationale  cVHistoire  de  la  Banque,  III  (1970).  It  is  obvious 
that  early  reluctance  of  the  American  legislatures  to  permit  the 
general  use  of  promissory  notes  was  a  severe  handicap  to  business¬ 
men  who  wanted  to  do  a  banking  business  without  taking  out  a 
charter. 

Students  of  banking  have  long  been  aware,  of  course,  of  the  fact 
that  purchasing  power  can  also  be  created  in  the  form  of  deposits,  as 
is  generally  done  today;  but  at  least  in  the  Anglo-Saxon  world  this 
practice  demanded  the  general  acceptability  of  checks.  Nothing 
kept  the  private  bankers  from  creating  purchasing  power  except  the 
difficulty  of  introducing  the  check  into  the  back  country.  Thus  before 
we  can  hope  to  portray  their  roles,  a  preparatory  step  is  necessary. 
We  must  investigate  when  and  by  which  method  deposits  were  first 
created  by  banks  ( chartered,  “free,”  and  private  alike )  in  the  various 
American  states.  A  number  of  years  ago  Professor  Fredrick  C.  Merk 
found  a  Massachusetts  document  describing  in  all  detail  the  creation 
of  deposits  in  the  Commonwealth.  He  left  the  presentation  and 
analysis  of  the  document  to  the  author  of  this  note."  To  my  knowl¬ 
edge,  nothing  is  known  about  the  beginning  of  the  creation  of 
deposits  in  other  American  states. 

One  early  step  toward  the  solution  of  this  problem  would  be  the 
search  for  similar  documents  indicating  when  and  how  deposits  were 
first  created  in  the  various  American  states  and  to  ascertain  if  and 
when  private  bankers  saw  their  chance  thereby  to  worm  their  way 
into  a  more  complete  banking  business.  The  search  for  surviving 
checks  of  private  banks,  as  I  know  from  experience,  would  not  be 
an  easy  job.  There  are  only  very  few  collections  of  old  checks  as 
such.  Most  of  them  are  to  be  found  in  surviving  papers  of  business¬ 
men  and  of  companies  collected  by  state  or  local  historical  societies. 
The  mere  quantity  of  extant  samples  of  checks  drawn  on  private 
bankers  might  permit  some  conclusions.  Simultaneously  one  might 
also  guess  the  relative  importance  of  private  banks  as  compared 
with  chartered  and  “free”  banks  as  payees  of  checks  and  creators  of 
deposits. 

For  a  long  time  it  has  been  known  that  some  individual  business¬ 
men  got  around  the  legal  prohibition,  usually  by  stealth,  and  built 
up  a  private  banking  business  on  the  basis  of  note  issue.  But  these 

2  See  Fritz  Redlich,  “On  the  Origin  of  CriMtcd  Deposits  in  the  Commonwealth  of  Massa¬ 
chusetts”  in  Business  History  Rcrieu;,  XLIII  (Summer,  1969),  204—208. 


EARLY  PRIVATE  BANKS  91 


were  exceptions,  and  of  the  several  hundred  private  bankers  ac¬ 
counted  for  in  the  1850’s  in  the  Bankers  Almanac,  no  more  than  a 
very  few,  if  any,  issued  banknotes  illegally.  It  is  well  known  that 
some  private  bankers  had  their  hands  in  chartered  or  “free”  banks 
and  issued  the  latter’s  notes  in  their  ( the  private  bankers’ )  business. 
Undoubtedly  that  w’as  an  opportunity  for  increasing  their  concerns 
and  gaining  greater  importance  for  them.  Perhaps  one  should  start 
a  sptx,‘ial  study  of  that  very  combination  of  private  and  chartered  or 
“free”  banking  to  find  proof  of  the  former’s  importance.  Up  to  now 
there  are  no  such  studies.  Of  course,  a  businessman  does  not  ipso 
facto  become  a  private  banker  w’hen  he  owns  a  more  or  less  large 
share  in  a  legally  recognized  bank. 

There  remains  one  other  approach  to  this  subjec*t.  One  may  start 
from  a  paper  by  Erling  A.  Erickson  “Money  and  banking  in  a 
‘Bankless’  State;  1846-1857”.'*  It  seems  to  me  that  the  importance  of 
Erickson’s  work  rests  on  tlu'  fact  that  its  author  found  a  particular 
American  type  of  banker,  the  real-estate-agency  banker,  who  added 
to  his  main  business  of  real  estate  deals  some  financial  transactions 
common  to  banks.  I'his  specific  type  of  American  private  banker  is 
homologous  to  the  merchant  banker  as  we  know'  him  as  w'orking  all 
over  the  Western  w’orld  in  commercial  centers  and  ports,  a  man  or 
firm  doing  a  mercantile  business  first  of  all  but  engrafting  financial 
transactions  thereon.  Erickson  discovered  this  t\pe  of  real-estate- 
agency  banker  for  low’a,  and  I  suspect  one  might  find  this  type 
cveryw'here  in  the  American  back-country.  If  this  hunch  is  correct 
and  if  these  typical  American  businessmen  are  counted  as  private 
bankers,  as  I  think  they  should  be,  then  the  importance  of  the  cate¬ 
gory  becomes  significantly  greater. 

This  type  of  businessman,  w'hom  I  certainly  would  classify  as  a 
private  banker,  even  though  he  w  as  not  listed  in  the  Almanac,  w'ould 
preferably  issue  bills  of  exchange.  Thereby  he  would  draw'  capital 
from  the  capital-rich  areas  into  the  underdeveloped  ones  to  make 
capital  available  for  both  real  estate  speculations  and  investments  by 
would-be  farmers. 

To  sum  up:  if  one  wants  to  show  that  private  bankers  played  a 
greater  role  in  the  U.S.  than  has  been  accorded  them  so  far,  one  could 
consider  several  approaches:  (1)  investigate  when  and  how'  the 
creation  of  deposits  became  possible  and  actually  took  place  in  the 
various  American  states;  (2)  ascertain  w4ien  and  how  the  check 
became  a  common  means  of  payment  in  the  various  American  states; 

3  Busitiess  History  Review,  XLIII,  (Summer,  1969),  171—191. 
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(3)  search  for  the  real-estate-agency  bankers  in  all  American  states 
in  the  Middle  West  and  West;  and  (4)  search  for  surviving  checks 
issued  prior  to  the  Civil  War  and  for  surviving  bills  of  exchange 
drawn  in  the  American  interior  on  financial  centers  and  then  analyze 
the  items  as  to  the  drawer  or  issuers,  respectively,  and  their  pre¬ 
sumable  purpose. 
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The  Thomas  Newcomen  Award  in  Business  History,  consisting  of 
$1000  and  a  scroll  for  the  best  hook  in  business  history  during  1974-76, 
has  been  awarded  to  Irvine  H.  Anderson,  Jr.,  Assistant  Professor  of 
History,  University  of  Cincinnati,  for  his  The  Standard-Vacuum  Oil 
Company  and  United  States  East  Asian  Policy,  1933-1941,  published  in 
1975  by  Princeton  University  Press. 

o  o  o 

We  arc  pleased  to  announce  that  the  Business  History  Revieic  is  in¬ 
cluded  among  526  Engli.sh-language  periodicals  that  have  been  indexed 
from  their  first  volumes  through  1974  in  Combined  Retrospective  Index 
Sets.  For  particulars,  write  Mr.  M'illiam  W'.  Buchanan,  Publisher,  (Car¬ 
rollton  Press,  Inc.,  1911  Fort  Meyer  Drive,  Arlington,  Virginia  22209. 

o  o  e 

The  Regional  Economic  History  Research  Center  of  the  Eleutherian 
Mills-Hagley  Foundation  aimounees  an  interdisciplinary  re.seareh  pro¬ 
gram  in  the  economic  histoiy  of  the  Mid-Atlantic  states,  1750-1850.  The 
project  will  focus  on  the  transition  from  the  inral,  agrarian,  settlement 
era  to  the  early  phase  of  an  industrial,  urban  society,  paying  particular 
attention  to  the  social  context  and  consecjuences  of  that  transition.  The 
Center  invites  the  participation  of  economic,  social,  and  intellectual  his¬ 
torians,  as  well  as  historians  of  science  and  technology,  agriculture,  labor, 
and  others.  In  addition,  the  Center  seeks  interested  scholars  in  other 
di.sciplines,  such  as  economics,  sociologv,  anthropology,  and  geography. 
Researchers  will  be  in  residence  at  the  Eleutherian  Mills  Historical 
Library. 

Research  stipends  include  Senior  Postdoctoral  Fellowships  (maxi¬ 
mum  per  academic  year,  $20,000)  and  Junior  Postdoctoral  Fellowships 
($15,000  maximum).  In  addition,  for  both  postdoctoral  and  prcdoctoral 
researchers,  the  Center  offers  grants  for  stays  of  less  than  one  semester, 
as  well  as  summer  stipends.  These  grants  are  available  from  Julv  1,  1977 
through  June  30,  1980.  The  project  is  supported  by  a  grant  from  the 
National  Endowment  for  the  Humanities. 

Applications  may  be  submitted  at  any  time  after  January  1,  1977,  but 
those  wi.shing  to  begin  research  before  October  1977  should  complete 
the  application  process  by  April  15,  1977.  For  additional  infonnation 
about  the  Center  and  its  program,  and  for  fellow.ship  application  fonns, 
write:  Glenn  Porter,  Director,  Regional  Economic  History  Research  Cen¬ 
ter,  Eleutherian  Mills-Hagley  Foundation,  Greenville,  W'ilmington,  Dela¬ 
ware  19807. 

o  o  o 

The  Eleutherian  Mills-Hagley  Foundation,  Wilmington,  Delaware, 
has  published  the  proceedings  of  the  conference  held  in  December  1975 


to  lay  plans  for  the  Regional  Economic  History  Research  Center.  The 
volume,  edited  by  Glenn  Porter,  Director  of  the  Center,  is  entitled  Re¬ 
gional  Economic  History:  The  Mid-Atlantic  Area  Since  1700  and  contains 
papers  presented  by  scholars  in  economic  and  social  history  and  the  his¬ 
tory  of  technology. 

O  0  o 


The  1977  Economic  History  Association  meetings  in  New  Orleans, 
September  15-17  will  include  a  session  devoted  to  reports  on  disserta¬ 
tion  research  by  six  to  eight  students  who  will  receive  their  Ph.D.  in  eco¬ 
nomic  history  hv  the  end  of  the  spring  term,  1977.  The  session  will  be 
chaired  by  Professors  Louis  P.  Cain  and  Charles  K.  Hailey.  Persons  who 
wish  to  be  considered  for  participation  should  send  two  copies  of  a  2,()()0 
word  abstract  of  their  dissertation  to  Professor  Louis  P.  Cain,  Depart¬ 
ment  of  Economics,  Loyola  University  of  Chicago,  820  North  Michigan 
Avenue,  Chicago,  Illinois  60611,  by  June  1,  1977.  The  names  of  those 
selected  will  be  announced  by  June  30,  1977.  Therefore,  all  abstracts 
should  include  an  addrc.ss  where  the  author  can  be  reached  in  June, 
1977. 


O  O 


The  Johns  Hopkins  University’s  Department  of  History  will  hold  a 
“Summer  Seminar  on  Quantitative  Techniejues  in  Historical  Research,” 
June  6  through  July  29,  1977.  The  .seminar  is  designed  for  faculty  mem¬ 
bers  and  graduate  students,  but  advanced  undergraduates  can  apply 
for  admission.  The  program  will  emphasize  the  accpiisition  of  basic  sta¬ 
tistical  and  computer  skills  and  the  fundamentals  of  project  design. 
Total  tuition  is  $500.00  and  applications,  which  must  be  accompanied 
by  a  $25.00  deposit,  are  due  on  May  1,  1977.  Write  to  Professor  \’er- 
non  Lidtke,  Chairman,  Department  of  History,  The  Johns  Hopkins  Uni¬ 
versity,  Baltimore,  Maryland  21218  for  further  infonnation. 

•  O  O 

All  organization  for  the  advancement  of  business  history  was  founded 
in  Germany  on  June  10,  1976,  under  the  title  of  Cesellschaft  fiir  Unter- 
nehmensgeschichte.  Among  the  founders  were  historians  and  business 
leaders,  including  a  member  of  the  Siemens  family.  The  organization  will 
seek  to  investigate  the  role  of  businessmen  in  social  life  and  individual 
enterprises;  to  deal  with  the  theory  and  methodology  of  the  historiog¬ 
raphy  of  business  enterpri.se;  to  promote  and  suggest  scholarly  work  in 
these  fields;  to  organize  dialogues  between  business,  academia,  and  the 
public  at  large;  and  to  sponsor  and  advise  tho.se  who  deal  with  questions 
relating  to  the  field  concerned.  The  first  public  meeting  of  the  new 
association  took  place  in  Munich  on  November  18,  1976,  in  the  offices  of 
the  Bavarian  Academy  of  Sciences,  where  a  paper,  “The  Business  Leader 
in  the  Historical  Past  and  in  Our  Own  Time,”  was  presented.  The  address 
of  the  organization  is  Koblenzer  Strasse  102,  5000  Koln  51,  West  Ger¬ 
many. 

»  ft  e 
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The  history  of  the  Textile  Workers  Union  of  America  (TWUA)  re¬ 
counted  by  the  people  involv'ed  will  be  recorded  by  the  State  Historical 
Society  of  Wisconsin  in  an  oral  history  project  funded  by  a  grant  from 
the  National  Endowment  for  the  Humanities. 

The  Society  will  tape  iutcr\  iews  with  former  and  present  leaders  of  the 
union,  which  was  once  the  third  largest  in  the  CIO. 

The  written  records  of  the  TWUA  comprise  an  important  collection  in 
the  State  Historical  Society  of  Wisconsin,  one  of  the  countiy’s  foremost 
resources  for  the  study  of  American  labor  history'. 

o  o  o 

On  November  1,  1976,  the  Division  of  Archives  and  Manuscripts  of 
the  Minnesota  Historical  Society,  fonncrly  located  at  690  Cedar  Street 
and  117  University  Avenue,  St.  Paul,  will  be  consolidated  at  1500  Mis¬ 
sissippi  Street,  St.  Paul,  Minnesota  55101,  along  with  reference  and 
technical  services  and  division  offices. 

The  Heading  Room  at  1500  Mississippi  Street  will  be  open  to  the 
public  as  of  November  1,  1976,  from  8:30  to  5:00,  Monday  through 
Friday. 

0  O  O 

Charles  R.  Sehult/,  Archivist  of  Texas  A.  &  M.  University,  College 
Station,  Texas  77843,  announces  that  the  University  has  published  an¬ 
other  in  its  series,  BihliograpUij  of  Maritime  ami  Naval  History,  covering 
articles  published  during  1974  and  1975.  The  Bibliography  was  com¬ 
piled  by  Mr.  Schultz  and  Pamela  A.  McNulty. 

o  o  o 

The  United  States  Department  of  Commerce,  Bureau  of  the  Census, 
has  published  a  new  edition  of  Historical  Statistics  of  the  United  States, 
Colonial  Times  to  1970,  2  vols.,  available  from  the  Assistant  Public 
Printer  (Superintendent  of  Documents),  U.  S.  Covenunent  Printing 
Office,  W'ashington,  D.C.  20402,  or  any  District  Office  of  the  Department 
of  Commerce. 

O  O  0 

The  University  of  Virginia  Press  has  published  for  the  New-York 
Historical  Society,  The  Beckman  Mercantile  Tapers,  1746-1799,  ed. 
Philip  L.  W'hite,  3  V'ols.  1976,  $37.50,  described  as  “one  of  the  largest 
published  collections  of  eighteenth-century  American  commercial  cor¬ 
respondence.” 

0  0  0 

The  Inteniational  Association  of  Economic  History  has  published  a 
newsletter  giving  information  on  symposia,  congresses,  and  other  meetings 
in  this  field  to  be  held  from  October  1,  1976  to  September  30,  1977.  For 
further  information,  write  Professor  Dr.  H.  Van  Dcr  W'ee,  Centrum  voor 
Eeonomisehe  Studien,,Universiteit  Leuv'en,  2b,  V'an  Evenstraat,  B-3000 
Leuven  (Belgium). 

0  0  0 
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The  next  annual  meeting  of  the  Eeonomie  and  Business  Historieal 
Soeiety  will  he  held  April  21-23,  1977,  at  the  Hilton  Hotel  in  Dt'iiver, 
Colo.  Anyone  interested  in  attending  should  write  to  Professor  Charles 
Kennedy,  CB.\  Building,  University  of  \ehraska-Lincoln,  Lineoln,  NE 
68588. 

Profes.sor  Philip  R.  Smith,  president-eleet  and  program  ehairman  for 
the  meeting  seheduled  for  April  27-29,  1978,  at  a  site  to  he  annouiu-ed, 
is  now  making  arrangements  for  that  program.  Anyone  interested  in 
partieipating  in  1978  should  write  to  Profes.sor  Philip  R.  Smith,  Depart¬ 
ment  of  Soeial  Serviee,  Bessev  Hall,  Miehigan  State  lhii\ersitv.  East 
Lansing,  MI  48824. 

o  o  o 

The  Regional  Eeonomie  History  Research  Center,  Eleutherian  Mills- 
Hagley  Foundation  will  sponsor  a  conference  on  May  6,  1977,  at  2;()0 
p.  m.,  on  Social  Change  i]i  Early  Industrial  C’onnnunities,  under  the 
ehainnanship  of  Professor  Thomas  (1  Cochran,  Department  of  History, 
University  of  Pennsv'lvania.  The  speakers  will  he  Andrew  Bcycridgc,  De¬ 
partment  of  Sociology,  Colmnhia  Uniyersity,  “The  Soeial  Elfeets  of 
Credit:  Cheshire  Ca).,  \.H.,  1830- 1860”;  Anthony  F.  C.  Wallace,  Depart¬ 
ment  of  Anthropology,  Uniyersity  of  Pennsylyania,  “A  Cotton  Manufac¬ 
turing  \’illage:  lloekdale.  Pa.,  1825-1865";  ;md  Stefanie  Crauman  Wolf, 
Bicentennial  (’ollege,  Uniyersity  of  Penn.sylyania,  “Artisans  and  the  Oc¬ 
cupational  Structure  of  an  Industrial  Town:  18th  Century  Cennantown, 
Pa.”  The  eoinnu'ntator  will  he  Professor  Merritt  Roe  Smith,  Department 
of  Hi.story,  Ohio  State  University.  Furtlu'r  infonnation  can  he  obtained 
from  Clenn  Porter,  Director,  Regional  Eeonomie  Histoiy  Research  Center, 
Eleutherian  Mills-Haglev  Foundation,  Greenyille,  Wilmington,  Delaware 
19807. 


e  o  « 

The  Academy  of  Accounting  Historians  announces  that  the  first  issue 
of  a  new  puhlieation.  The  Account iu(i  Historians  Journal,  will  appear 
early  in  1977.  Stihseriptions  ($22.50  for  three  years  and  $7.50  for  one 
year,  for  non-memhers  of  the  Academy;  $12.50  and  $5,  respectively,  for 
memhers)  should  he  addressed  to  Cary  |.  Previts,  Co-editor,  P.  O.  Box 
HJ.  University,  Alabama  35486,  cheeks  payable  to  The  Accounting  His¬ 
torians  Journal. 

O  O  « 

The  Editor  regretfully  reports,  with  apologies  to  the  author,  that  the 
person  who  undertook  to  review  Mary  O.  Funier,  Advocacij  and  Ohjcc- 
ticitif:  A  Crisis  in  the  Professionalization  of  American  Social  Science 
1865-1905,  puhli.shed  in  1974  by  the  University  Pre.ss  of  Kentucky,  has 
abandoned  his  commitment  and  has  not  responded  to  our  letters.  Readers 
who  especially  wish  to  see  this  book  reviewed,  for  the  record,  should 
communicate  with  the  Editor. 


O  O 
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BOOK 

REVIEWS 


THE  CANAL  BOATMEN,  1760-1914.  By  Harry  Hanson.  Totowa, 
N.J.,  Rowman  and  Littlefield,  1976.  Pp.  xii  +  244.  $24.50. 

Reviewed  by  Ralph  D.  Gray 
Professor  of  History 
Indiana-Purdue  University,  Indianapolis 

The  canal  age  in  Great  Britian  has  been  studied  intensively,  but  too 
little  attention  has  been  devoted  to  the  people  who  worked,  and  in  time 
lived  almost  exclusively,  upon  the  watenvays.  That  these  people  made 
up  a  distinctive  sub-eulture  in  British  society  and  that  the  details  of  thc'ir 
origins,  numbers,  eeonomie  contributions,  and  life-styles  have  been 
grossly  misunderstood  are  the  twin  theses  of  Mr.  Hanson’s  valuable  study. 
It  goes  a  long  way  toward  bridging  the  gap  in  our  knowledge  about  the 
boatmen  and  their  families.  Although  the  author  has  limitc'd  his  subject 
to  those  who  navigated  the  narrow  boats  (under  .seven  feet  in  width)  on 
the  canals  and  waterways  of  the  English  midlands  prior  to  1914,  it  dc*als 
with  a  significant  number  of  watermen  during  their  most  prominent 
period  of  labor.  The  result  is  an  important  eontribution  to  tbe  literature 
of  the  field. 

The  book  is  based  upon  an  impressive  amo  nit  of  research  among 
scattered  primarv  sources,  including  census  returns,  local  government 
board  reports  and  other  public  documents,  various  canal  company  paper  s, 
and  an  assortment  of  eoirtemporaiy  wr  itings.  It  is  exceedingly  well  writ¬ 
ten.  Hansoit  has  amassed  much  infonnation  on  the  origiits,  eeonomie 
activities,  morality,  living  conditions,  educational  standards,  and  evert  the 
speech  patterrrs  of  the  trarrow  boat  irrhabitants.  These  people,  as  Hanson 
carefully  demorrstrates,  have  bc'ctr  the  object  of  miteli  baseless  speeitla- 
tion  and  prejudicial  reporting  from  the  early  nineteenth  eentury  ott,  atrd 
modern  interpreters  have  usitally  passed  on  the  subjective  analyses  with¬ 
out  pause.  These  include  the  charges  of  gross  immorality,  vice,  and 
violence,  all  to  the  tune  of  streams  of  profanity  and  eounterpointed  by 
casual  cruelty  to  both  children  and  animals. 

As  might  be  expected,  some  of  Hanson’s  most  vivid  prose  (and  the 
book  is  rich  in  quotable  lirres  arrd  illustrations)  describe  some  of  the 
canalers’  “fiddles”  or  tricks  designed  to  increase  surreptitiously  either 
their  diet  or  their  purses,  various  types  of  dishonesty  and  immorality, 
ranging  from  stealing  turnips  from  gardens  along  the  “cut”  to  maintain- 


ing  fierce  “poaching”  clogs,  and  other  examples  of  the  boisterous  life  of 
the  rootless  boatmen  who  were  free  from  many  of  society’s  normal  re¬ 
straints.  The  author  does  not  mince  words  or  avoid  the  most  damning 
charges  against  the  boating  population,  but  he  does  take  “a  balaneccl 
c  iew ’’  and  discounts  the  unrelieved  hostilitv  of  the  image  painted  bv  the 
social  critics  and  reformers  of  the  nineteenth  centun’,  particularly  a 
George  Smith.  Hanson  suggests  that  the  “boatmen  had  no  monopoly  of 
sin,”  and  concludes  that  “even  accepting  the  very  real  blemishes  in  their 
character  .  .  .  the  eanal-boat  population  was  neither  ‘worse’  nor  ‘better’ 
than  the  working  class  population  at  large,  but  different”  (75,  SO).  All  of 
this  is  told  against  the  economic  backdrop,  carefully  .sketched  in  but 
never  emphasizc'd,  of  England’s  developing  canal  systi'in,  the  coming  of 
the  railroad  and  its  gradual  replacement  of  the  waterways,  and  the  slow 
but  increasingly  effective  growth  of  governmental  regulations  of  life  on 
the  canals,  especiallv  the  Education  Act  of  1870  and  the  Canal  Boats 
Acts  of  1877  and  1881, 

'I'he  book  starts  slowlv,  belaboring  the  point  that  the  theorv  of  gvpsy 
origins  of  the  wandering  boating  class  is  unwarrantc'cl,  but  it  rapidlv  gets 
into  full  stride  as  Hanson  discusses  the  chial  impact  of  the  fast-moving, 
long-distance  “flv  boats”  and  thc*n  the  railroad,  concluding  that  the  for- 
nuT,  rather  than  the  railroad  as  commonlv  belie\ecl,  was  responsible  for 
the  development  of  the  family  boats,  which  in  turn  resulted  in  growing 
criticism  of  those  who  lived  permanently  upon  the  waterways.  ’I  he  range 
of  rcvsearch,  the-  importance  of  the  findings,  the  sophistication  of  the 
writing  make  it  difficult  to  accept  the  fact  that  TJw  Canal  lioalmcn 
began  as  a  master’s  essay. 

'I'he  most  interesting  chapters  of  the  book  detail  the  conditions  of  life 
aboard  the  canal  boats,  the  morality  of  the  boating  class  (contrasting  the 
popular  image  against  tlie  realitv’),  imcl  the  changes,  usually  for  the  bi-t- 
ter,  that  came  in  the  late  nineteenth  and  early  twentieth  century.  Han- 
.sou  also  discusses  tlu'  limited  size  of  the  group  of  “Number  Ones,”  tho.se 
who  both  ow’iicd  and  operated  their  boats,  again  challenging  the  popular 
view;  and  the  growth  of  railroad  competition  but  the  continued  vitality 
of  watt'r  transport  throughout  the  period.  He  also  provides  many  fasci¬ 
nating  details  about  tlic  operatunis  of  the  boats.  He  is  .so  thoroughly 
familiar  with  boat  life  that  it  .seems  his  ow'ii  experiences  mr  ;t  include 
such  work,  wliich  would  also  explain  the  slightly  defensive  tone  of  the 
book.  But  even  if  he  learned  of  it  at  a  distance,  the  author’s  intimate 
know'ledge  and  understanding  of  such  operational  procedures  as  “leg¬ 
ging”  the  boats  through  .seemingly  endless  tunnels,  “jamming”  the  locks 
when  races  for  priority  ended  in  a  tie,  and  rc-cklessly  using  the  flow'  of 
the  water  through  the  locks  to  help  elo.se  the  heavy,  unwieldy  gates 
(this  risky  maneuyer  aroused  the  displeasure  of  the  canal  proprietors, 
w'ho  were  concerned  about  such  waste  of  water  and  the  possible  dam¬ 
age  wrought  by  the  bone-jarring  crash  when  the  gates  slammc'd  together), 
add  much  to  the  story.  Ecpially  impressive  is  the  care  with  which  Han¬ 
son  handles  statistics,  always  going  beliind  the  ra\y  numbers  to  determine 
their  bias  and  reliability. 

Frankly  a  revisionist  work,  if  a  pioneering  study  can  be  revisionist.  The 
Canal  lioalmcn  is  a  welcome  addition  to  the  growing  bookshelf  of  modern 
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canal  histories.  Although  partly  sociological,  in  the  best  sense  of  the 
word,  and  containing  much  persuasive  new  evidence  about  a  little-known 
but  often-maligned  group  of  workers,  it  also  adds  to  our  knowledge 
about  the  business  of  canal  companies,  shippers,  and  independent  water 
carriers. 


INVESTMENT  IN  RAILWAYS  IN  BRITAIN  1820-1844:  A  STUDY 
IN  THE  DEVELOPMENT  OF  THE  CAPITAL  MARKET.  By  M.  C. 
Reed.  New  York,  Oxford  University  Press,  197 S.  Pp.  xiv  +  315.  $20.75. 

Reviewed  by  Stephen  Salsbury 
Professor  of  History 
University  of  Delaware 

Students  of  American  railroad  development  will  find  this  superb  study 
of  the  financing  of  British  railroads  during  their  first  (juarter-century 
useful  and  fascinating.  One  of  the  most  striking  things  about  British 
railway-building  was  its  rapidity.  Although  M.  C.  Heed  rightly  traces 
public  railways  back  to  the  pioneer  Stockton  and  Darlington,  which 
began  in  1820,  British  railway  building  only  came  of  age  in  1829  with 
the  completion  of  the  Liverpool  &  Manchester  on  which  Cleorge  Stephen¬ 
son  demonstrated  the  superiority  of  .steam  locomotion.  In  the  next  fifteen 
years,  the  English  railway  network  expanded  so  that  by  1844  it  was 
possible  to  travel  by  train  from  London  to  Exeter  via  Bristol,  or  up  to 
Liverpool  via  Birmingham,  or  from  London  to  York  and  Newcastle.  All 
of  this  accomplishment  is  even  more  remarkable  in  view  of  the  verv 
exacting  and  complex  (by  American  .standards)  legislative  rc(juirements 
that  English  railroad  companies  had  to  meet,  and  bc'cause  of  the  \erx’ 
substantial  manner  (as  compared  to  American  practice)  in  which  the 
English  built  their  lines. 

British  railways  required  enormous  amounts  of  capital.  By  1844, 
seventy  railway  companies  had  absorbed  in  e.xcess  of  £.57,4()(),0()0  ster¬ 
ling  as  compared  to  only  £3.5,()()0,()()()  in  the  important  cotton  textile  in¬ 
dustry,  and  £46,400,000  in  banks,  and  but  £17,800,000  in  canals.  Thtis, 
in  the  fifteen  years  following  the  completion  of  the  Liverpool  &  Man¬ 
chester,  “railways  repre.sentcd  the  largest  single  group  of  joint-stock 
companies  quoted  [on  the  stock  e-xchange]  in  London.” 

After  carefully  setting  the  stage,  Reed  asks  the  following  (juestions: 
How  much  exactly  was  invested  in  British  railways?  How  much  of  it 
represented  equity?  How  much  in  loans?  Where  did  it  come  from?  W'hat 
kind  of  people  or  institutions  supplied  it?  Did  the  sources  and  nature  of 
capital  change  over  time?  What  was  the  institutional  framework  chanel- 
ling  funds  into  railway.s? 

Reed’s  study  is  heavily  statistical,  as  it  must  be.  He  makes  use  of  the 
computer  to  tabulate  and  analyze.  But  unlike  so  many  current  American 
economic  historians,  Reed  does  not  employ  any  countcrfactual  models 
or  fancy  mathematics.  Reed  achieves  his  re.sults  by  painstaking  and 
thorough  research  in  such  primary  sources  as  subscription  contracts, 
share  registers,  and  corporation  stock  transfer  books.  It  is  clear  that  Reed 
has  used  the  bulk  of  the  existing  records,  and  the  gaps  in  his  study  are 
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caused  by  lack  of  data,  not  an  unwillingness  to  spend  vast  amounts  of 
time  to  piece  together  early  British  railway  financial  history.  The  result 
is  a  definitive  study  of  permanent  value. 

The  picture  that  emerges  revi.ses  some  long-held  views  about  early 
British  railway  finance.  Reed  sees  projects  during  the  first  (juarter-een- 
tury  developing  with  a  momentum  of  their  own,  not  springing  from  specu¬ 
lative  manias  or  booms  associated  with  trade  cycles.  As  expected,  British 
lines  had  a  high  proportion  of  ecjuitv  finance  as  compared  to  most 
American  svstems.  Stock  subscriptions  were  responsible  for  about  two- 
thirds  of  British  railway  capital.  Nevertheless,  Reed  demonstrates  that 
loans  were  enieial  to  the  rapid  growth  of  the  English  system,  and  in 
some  years  provided  nearly  half  of  the  money  raised.  Except  in  Ireland, 
goveniment  loans  were  not  important,  however,  supplving  less  than  one 
per  cent  of  lent  funds  for  the  English  lines. 

The  bulk  of  Reed’s  study  is  a  detailed  analysis  of  the  .source  and 
nature  of  the  capital  provided  by  the  .shareholders.  lie  argues  eon- 
vineingly  that  non-local  funds,  e.speeially  those  from  London  and  more 
importantly  Lancashire,  were  essential  for  railway  projects  from  the  very 
first.  This  revises  the  oft-stated  view  that  local  interests  dominated  early 
railway  financing.  Reed  also  points  out  how  railways  tapped  new  sources 
of  capital  that  traditionally  had  not  been  mobilized  bv  the  London  mar¬ 
ket,  which  had  concentrated  on  government  securities.  Railway  finance 
caused  the  establishment  of  provincial  stock  exchanges  in  cities  such  as 
Liverpool,  Manchester,  and  Glasgow. 

For  the  American  reader,  one  of  the  most  valuable  aspects  of  Reed’s 
book  is  his  detailed  description  of  the  mechanics  of  organizing  British 
railways.  He  clearly  describes  the  parliamentary  laws  governing  the 
chartering  of  railway  .systems,  and  the  very  complex  financial  arrange¬ 
ments  that  had  to  precede  any  parliamentary  charter.  Much  of  Reed’s 
study  tells  how  English  promoters  evaded  parliamentaiy  law.  Briti.sh 
regulations  were  far  stricter  than  those  of  the  most  stringent  of  Ameri¬ 
can  states  such  as  Massachusetts  and  Pennsylvania.  It  is  clear  that  al¬ 
though  British  railways  provided  America  with  many  precedents,  our 
experience  was  far  different,  giving  individual  promoters  much  more  lati¬ 
tude.  Anyone  writing  on  early  American  railway  history  will  find  it 
worthwhile  to  consult  Reed’s  excellent  study. 

o  o  o 

BRITISH  WORKING-CLASS  MOVEMENTS  AND  EUROPE,  1815- 
1848.  By  Henry  Weisser.  Manchester,  Manchester  University  Press, 
1975.  Pp.  via  +  226.  $17.50. 

Reviewed  by  Peter  N.  Stearns 
Heinz  Profesor  of  History 
Carnegie-Mellon  University 

This  book,  relying  on  largely  familiar  sources  ranging  from  the  “ultra- 
radical”  press  of  the  post-Napoleonie  era  (Cobbett,  Carlyle,  and  the 
like)  to  the  pamphlets  of  the  Chartists,  focuses  exelu.sively  on  the  out¬ 
look  expressed  toward  developments  abroad,  with  a  few  comments  on 
attitudes  toward  British  foreign  poliey  and,  at  the  end,  radical  exiles  in 
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Britain.  The  author  acknowledges  some  previous  work  on  the  subject, 
particularly  on  Chartists’  sporadic  attempts  to  take  courage  from  foreign 
developments.  He  also  tries  to  make  something  of  the  enthusiastic  re¬ 
action  to  the  French  revolution  of  1830,  (juarreling  with  those  who  hold 
that  it  had  little  role  in  working-class  agitation  before  the  Reform  Bill, 
though  it  is  hard  to  see  that  he  goes  much  beyond  G.  D.  H.  Cole  in  this 
analysis.  The  hook  is  carefully  researched,  within  the  confines  of  its 
source  material.  Unfortunately,  as  the  author  almost  admits,  its  contents 
represent  little  more  than  milking  that  last  udder  of  a  tired  cow. 

For  the  fact  was  that  British  radical  publications  were  not  much  in¬ 
terested  in  what  went  on  abroad.  (They  differed  here  considerably  from 
the  F’rench,  and  the  author  might  have  profited  by  a  bit  of  comparison. 
British  enthusiasm  for  the  Poles,  for  example,  noted  as  due  to  the  hit¬ 
ters’  “exoticism,”  could  not  compare  to  France’s  enthusiasm,  where  a 
major  riot  was  staged  iu  1848  ostensibly  on  the  Poles’  behalf.)  The 
author,  again  meticulous,  notes  how  little  space  was  devoted  to  foreign 
developments.  His  chapters  focus  mainly  on  events  that  had  to  stir  some 
comment:  the  Spanish  revolution  of  1820,  the  rising  of  1830  (with  Bel¬ 
gium,  however,  largelv  ignored).  Only  with  the  combination  of  mature 
(.'hartism  plus  the  arrixal  of  numerous  exiles  was  there  much  albeit  spo¬ 
radic,  interaction.  But  this  topic,  for  the  later  1840s,  has  been  fairly  well 
covered,  and  the  author  plods  through  it  iu  esscnliallv  the  same  descrip¬ 
tive  .stvle  he  uses  for  other  sections.  There  is  nothing  wrong  with  all  this, 
but  nothing  particularly  exciting  either. 

From  the  standpoint  of  cultural  and  British  history.  Professor  W'eisser 
does  point  up  an  interesting  ijin-ijang  .syndrome.  Radical  spokesmen 
might  seek  inspiration  from,  or  verbal  solidaritv  with,  foreign  moxe- 
ments,  but  they  also  sometimes  in  the  same  person  (e.g.  (>obbett),  could 
1)1'  extrcmelv  xenophobic,  urging  Britons  to  shun  all  that  was  not  appro¬ 
priately  insular.  Again  in  contrast  to  the  French,  few  —  mainly  some  of 
the  Chartists  —  had  any  notion  that  British  agitation  might  prove  a 
stimulus  to  upheaval  elsewhere.  Interesting,  and  perhaps  prophetic  for 
the  future  labor  movement;  but  .something  of  a  footnote  for  this  period, 
since  there  was  little  interest  in  either  philia  or  phobia. 

And,  of  course,  to  milk  the  poor  cow  iu  a  slightlv  dilferent  pail,  there 
is  the  perennial  problem  of  the  British  working  class.  The  author  notes, 
early  on,  how  difficult  it  is  to  know  who  read  what.  He  goes  on  to  cite 
candle-light  readings  in  coffee  houses  and  on  work  sites  (  the  latter  a  bit 
diffieult  to  reconcile  with  the  supposed  harshness  of  working  conditions 
in  the  pt'iiod,  but  let  that  pass). 

But  after  this  caution,  it  is  “the  workers”  who  are  speaking,  and  Pro¬ 
fessor  W’eissman  clearly  wants  them  to  be  class-conscious,  with  inter¬ 
nationalism  expressing  this  class  consciouness.  But  even  aside  from  the 
honest  admission  that  many  spokesmen  were  not  consistent  inter¬ 
nationalists,  we  simply  do  not  know  who  the  workers  are.  The  author 
notes  demonstrations,  early  in  the  183()s,  in  favor  of  French  revolution- 
aries,  but  oddly  has  not  consulted  Home  Office  or  other  police  records 
for  any  evidence  on  crowd  size  or  composition.  So  we  are  back  to  a 
rather  small  number  of  writers,  and  reading  by  candlelight.  And  that 
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the  result  had  any  significant  impact  on  British  labor  at  the  time  or  later, 
or  on  developments  elsewhere  (even  on  the  outlook  of  famous  exiles)  is 
left  unattended. 


O  0 


THE  AGE  OF  CAPITAL,  1848-1875.  By  E.  J.  Hobsbawm.  New  York, 
Charles  Scribner’s  Sons,  1975.  Pp.  xv  +  354.  $17.50. 

Reviewed  by  Lawrence  L.  Murray 
Assistant  Professor  of  History 
St.  John’s  University,  Jamaica,  N.Y. 

Comparative  studies  of  a  topical  nature  were  heralded  as  one  of  the 
new  directions  of  the  historical  community  in  the  196()s.  Prompted  by 
C.  \’ann  Woodward  and  others,  a  concerted  attack  was  leveled  against 
the  myopia  of  national  history  in  the  .shriveled  world  of  the  space  age. 
The  concept  of  comparative  history  was  greeted  enthusiastically,  but  the 
methodologieal  and  intellectual  problems  proved  so  demanding  that 
only  the  most  eourageous  accepted  the  chalh'iige.  Of  those  who  did,  a 
few  such  as  David  Brion  Davis  succeeded  admirably,  but  most  found 
their  eiforts  criticized  by  specialists  for  being  .superficial. 

Undaunted  by  the  failure  of  others,  E.  J.  Hobsbawm  has  entered  the 
fray  with  his  study  of  world  civilization  from  the  failure  of  the  revolu¬ 
tions  of  1848,  “the  springtime  of  peoples,”  to  the  great  depression  of  the 
187()s.  A  seejuel  to  The  Age  of  RevolutUm,  Europe  1 789-1 H4H,  The  Age 
of  Capital  (capitalism  might  be  a  more  appropriate  word)  revolves  about 
the  central  theme  of  the  “global  triumph  of  capitalism”  in  the  decades 
after  1848.  Conserjuently,  Hob.sbawm  concludes  that  “history  from  now 
on  became  world  history”  (47)  and  that  it  was  no  longer  possible  to 
write  “purely”  European  history. 

While  persuasivelv  as.serting  his  argument  of  the  unifying  nature  of 
mid-nincteenth-century,  we.steni-European  capitalism  in  the  creation  of 
a  worldwide  economy,  his  ability  to  sustain  and  demonstrate  it  is  unevt'n. 
Even  a  cursor)'  glance  at  the  index  reveals  that  most  of  his  effort  focjised 
on  Europe,  becoming  thinner  as  be  expands  to  the  far  reaches  of  civi¬ 
lization.  Further,  while  exhibiting  a  superb  command  of  the  secondary 
literature  of  his  native  region,  he  succumbs  to  the  methodological 
dilemma  of  adequately  versing  himself  in  all  areas.  The  result  is  a  series 
of  significant  errors.  For  example,  he  dates  the  establishment  of  the 
Federal  Reserve  System  at  least  a  half-century  early  and  then  proceeds  to 
discuss  its  impact  on  a  new  Japanese  banking  .sy.stem  (151).  Such  an 
error,  combined  with  lapses  into  stereotyping  and  some  minor  mistakes, 
compromi.se  the  entire  coverage  of  the  American  and  Japanese  expe¬ 
riences.  Perhaps  his  de.scription  of  the  bibliography  of  American  history 
as  “limitless”  and  then  his  cavalier  reference  to  a  text  book  and  an  en¬ 
cyclopedia  are  indicative  of  the  importance  he  places  on  the  United  States 
in  the  triumphant  march  of  capitalism. 

Errors  that  distress  the  specialist  —  the  banc  of  comparative  history  — 
might  partially  be  forgiven  for  Hob.sbawm  asserts  that  his  survey  is  “de¬ 
liberately  addressed  to  the  non-expert  reader”  who  possesses  “an  ade¬ 
quate  general  education”  (xiii).  The  average  reader,  at  least  one  who  is 
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capal)lc  of  wading  through  some  rather  convoluted  prose,  will  he  stimu¬ 
lated  by  a  provocative  approach  and  wealth  of  information,  especially 
the  discussion  of  middle-class  sexual  mores  and  family  structure.  Hohs- 
bawm’s  coverage  is  current  in  that  it  reflects  the  trends  in  historical 
scholarship  in  the  last  decade,  and  his  ability  to  handle  some  of  the  new 
social  history  is  at  times  brilliant.  Even  the  nervous  specialist  will  find 
much  that  is  illuminating,  and  those  who  have  disdained  Marxist  histoiy 
as  narrowly  “economic  dcterminist”  will  be  acrjuainted  with  the  wider 
possibilities  of  an  unorthodox  approach. 


THE  GENERAL  STRIKE.  By  G.  A.  Phillips.  London.  Weidenfeld 
and  Nicolson,  1976.  Pp.  xi  388.  *17.95. 

Reviewed  by  Standish  Meacham 
Professor  of  History 
The  University  of  Texas  at  Austin 

G.  A.  Phillips  apologizes  at  the  outset  of  his  authoritative  .study  of  the 
1926  British  General  Strike  that  the  work  “mav  not  pro\e  easily  diges¬ 
tible.”  He  is  correct.  The  fare  is  both  heavy  with  facts  and  rich  in  an¬ 
alysis.  The  general  reader  migiit  well  be  happier  with  Patrick  Henshaw’s 
recent  and  less  demanding  account,  published  in  England  as  The  General 
Strike  and  i!i  this  countiy  as  \ine  Daijs  that  Shook  Britain.  But  those 
with  more  than  a  passing  interest,  not  onlv  in  the  exents  that  Phillips 
describes  but  in  their  relationship  to  wider  questions  of  labor  historx', 
will  find  this  book  well  worth  their  while. 

Using  papers  hitherto  either  unavailable  or  unexamined  —  most 
notably  cabinet  papers  and  the  records  of  the  Trades  Union  Gongress 
—  Phillips  has  produced  as  thorough  an  account  of  the  events  of  the 
“nine  days,”  and  of  those  that  immediately  preceded  and  followed,  as 
we  shall  probably  ever  get.  His  attention  to  foreground  detail  docs  not 
prevent  him,  however,  from  casting  the  activities  and  altitudes  he  re¬ 
counts  against  a  contemporaiT  background  of  murky  aiid  ill-pcrccivcd 
notions  about  the  nature  and  implications  of  a  general  strike. 

Labor  leaders  had  begun  to  recognize  its  potential  as  a  weapon  of  in¬ 
dustrial  warfare  before  World  War  I,  when,  as  Phillips  points  out,  capital¬ 
ism  had  ceased  to  respect  industrial  boundaries,  and  trade  unionists  saw 
no  reason  why  they  should  any  longer  continue  to  do  so.  Events  in  the 
summer  of  1920,  however,  led  the  countrv  to  understand  that  a  general 
strike  might  be  defined  as  something  more  than  an  industrial  dispute 
raised  to  a  higher  power.  Both  the  Trades  Union  Congress  and  the 
Labour  Party  united  in  a  Council  of  Action  to  threaten  a  national  shut¬ 
down  should  the  Government  persist  in  its  intention  to  intcrx’cnc  in  tin; 
war  between  Russia  and  Poland;  the  general  strike  as  political  action. 
The  Government  backed  away  from  that  confrontation.  In  so  doing,  as 
Phillips  states,  it  fostered  within  the  labor  movement  “a  false  sense  of  im¬ 
munity  to  any  indictment  for  unconstitutional  behaviour”  (9),  a  sense 
that  was  seriously  to  mislead  labor  leaders  when  thev  attempted  to 
employ  the  same  weapon,  though  for  different  ends,  six  years  later. 

Detemiination  to  press  ahead  with  strike  actions  during  the  early 
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1920s  led  the  TUC  to  countenance  a  radical  rhetoric  that  raised  both 
expectations  and  fears.  The  trade  union  leadership  failed  to  recognize 
that  what  they  understood  as  rhetoric,  others  —  a  Conservative  Govern¬ 
ment,  for  example  —  might  rehroadeast  to  the  nation  as  constitutional 
threat.  In  the  end,  the  TUC’s  General  Gouneil  might  have  perceived  the 
situation  more  clearly  had  it  acknowledged  that  the  general  strike  of 
1926  was  political,  as  Phillips  points  out,  a  protest  against  “the  inccjuity 
and  irrationality  of  specific  Conservative  policies”  (130),  among  them 
the  Government’s  refusal  to  grant  a  further  wage  subsidy  to  the  miners. 
The  General  Canmcil’s  unwillingness  to  come  to  grips  with  this  central 
issue  led  it  to  proceed  without  any  clear  understanding  of  the  nature  and 
meaning  of  its  actions.  Handicapped  bv  this  uncertainty,  the  labor 
leadership  was  no  match  h^r  a  Government  that  understood  the  strike 
as  political  and  unconstitutional,  and  did  not  hesitate  to  respond  to  it 
as  such. 

By  means  of  full  and  intelligcntlv  selected  documentation,  Phillips 
carries  his  readers  with  him  into  the  two  camps  during  the  period  of  the 
strike  itself.  Labor’s  uncertainty  was  reflected  in  its  inability  to  deter¬ 
mine  the  extent  to  which  the  strike  was  to  be  a  general  one.  Essential 
services  were  to  be  maintained.  Yet  how  were  thev  to  be  defined,  and 
who  was  to  define  them?  Throughout  the  period  of  the  strike,  the  C’oun- 
cil  never  resolved  its  own  attitude  toward  the  Goveniment.  Was  it  an 
interested  party?  an  opponent?  or  a  neutral  ringmaster  in  the  fight  be¬ 
tween  the  mineowners  and  the  miners?  Nor  was  the  relationship  be¬ 
tween  the  TUG  and  the  Miners’  Federation  ever  .satisfactorilv  defined. 
W’ere  they  brothers  together  in  an  outright  war  against  capital?  Or  were 
the  miners  clients  of  the  C.ouncil  and  bound,  as  such,  to  take  the  best 
settlement  their  agent  could  procure  them?  The  miners  ne\er  aecepted 
that  latter  argument;  the  C’ouncil,  as  the  strike  proceeded,  acted  in¬ 
creasingly  on  the  unwarranted  assumption  that  they  had. 

If  tactics  were  more  clearlv  percei\ed  within  the  Government’s  camp, 
strategy  was  erjually  confused.  Baldwin  and  his  felIow-“officers”  com¬ 
mandeered  and  commanded  as  if  the  country  were  under  .seige.  That  the 
strike  lasted  no  longer  than  it  did  was  attributable  in  large  measure  to  the 
Government’s  effective  deployment  of  men  and  services.  Yet  Baldwin 
was  little  clearer  than  the  General  C'ouncil  as  to  the  Government’s  proper 
role.  His  indecision  allowed  events  to  .slip  bevond  his  control.  Svmpa- 
thctic  to  the  mineowners,  he  failed  to  use  that  obvious  sympathy  to  ex¬ 
tract  a  bargain  from  them  that  might  ha\e  been  acceptable  to  the  strike 
leaders,  if  not  to  the  miners.  Phillips  rightly  credits  Baldwin’s  indecisive¬ 
ness  on  the  one  hand  to  his  recognition  of  the  need  for  widespread 
change  and  rationali/ation  in  the  mining  industry  and,  on  the  other,  to 
his  conservative  mistrust  of  governnuMit  intervention  to  effect  the  neces- 
sar\'  refonns.  As  Phillips  points  out,  succeeding  Governments  and  the 
Mining  Association  together  instituted  most  of  the  rerjuired  changes  in 
the  years  after  1926.  Yet  the  fact  that  those  changes  were  the  product 
of  “piecemeal  and  unplanned  adjustments  of  policy”  (263)  resulted  in 
their  failure  to  achieve  their  desired  ends. 

By  concentrating  his  attention  on  the  General  Gouneil  and  the  Gabinet, 
Phillips  provides  us  with  less  than  we  need  to  know  about  the  central  and 
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far  more  bitter  protagonists  in  the  struggle:  the  mine  owners  and  the 
miners.  We  are  told  almost  nothing  of  the  former  group  or  of  the 
nature  and  strength  of  its  Association.  Of  the  miners  —  or,  at  any  rate, 
their  leaders  —  we  do  learn  something.  Yet  Phillips  fails  to  address  what 
is  perhaps  the  central  question  within  the  complex  of  actions  and  moti¬ 
vations  he  has  so  intelligently  attempted  to  unravel.  Why  were  the  rank 
and  file,  alone  among  all  the  workers  in  Britain,  prepared  to  ri.sk  all,  as 
they  so  clearly  did,  in  their  prolonged  and  ev'entually  futile  struggle?  Had 
they,  indeed,  been  “proletarianized”  to  the  point  where  they  believed,  un¬ 
like  anv  other  of  their  fellow-workers,  that  they  had  nothing  to  lo.se  but 
their  chains?  The  answer  lies  in  a  full  exploration  of  the  miners’  collec¬ 
tive  consciousness  and  of  the  world  economic  factors  that  had  brought 
them,  by  the  mid-192()s,  to  their  sorry  state.  It  is  an  exploration  that 
Phillips  docs  not  choose  to  tackle. 

His  unwillingness  to  undertake  this  admittedly  elusive  sort  of  historical 
probing  mav  have  led  him  to  a  conclusion  that  is  partially  incomplete. 
He  maintains  that  the  strike  merits  .study  “less  for  what  it  changed  in 
the  labour  movement,  than  for  what  it  revealed  of  the  unchanging” 
(294).  On  one  Icv'cl,  this  is  correct.  In  terms  of  strategy  it  is  true,  as 
Phillips  argues,  that  the  pattern  of  po.st-1926  industrial  strife  continued 
to  be  traced  within  long-established  boundaries:  “the  belief  in  eonstitu- 
tional  modes  of  government,  in  the  virtues  of  legality,  in  a  pragmatie  and 
conciliatory  approach  to  potentially  disruptive  social  issues  (294-295). 
Yet  the  strike  must  be  understood  not  only  in  tenns  of  the  patterns  of 
strategy  but  also  as  part  of  the  stuff  of  mythology.  In  that  sense,  it 
served  to  divide  further  the*  working  class  and  the  middle  class,  and  to 
make  Britain  a  countrx'  of  two  nations.  If  the  programs  of  the  1945 
Labour  Co\'ernment  were  conceived  as  a  response  to  what  had  hap¬ 
pened  and  not  in  anticipation  of  what  could  be  made  to  happen,  the 
mythology  of  the  General  Strike,  as  much  as  anything,  shaped  the 
nature  of  that  respon.se. 

e  o  0 

PREZZI  E  MERCEDI  A  MILANO  DAL  1701  AL  1860.  By  Aldo  De 
Maddalena.  Milano,  Banca  Commerciale  Italiana,  1974.  Pp.  455  +  supple¬ 
mentary  graphs  (99).  16,000  Lire. 

Reviewed  by  Frank  M.  Murtaugh,  Jr. 

Instructor  of  Economics 
The  University  of  the  South 

Aldo  De  Maddalena’s  book  does  not  belie  its  title.  It  is  essentially  a 
Milanese  price  history  published  as  an  addition  to  the  series:  Studi  e 
Ricerche  di  Storia  Economica  Italiana  nell’Eta  del  Risorgimento.  It  is, 
however,  more  akin  to  earlier  works  in  the  series,  such  as  R.  Romano’s 
Prezzi,  salari  e  servizi  a  Nopoli  ncl  sccolo  XV HI  (1734-1806)  and 
G.  Felloni’s  II  mcrcato  monctario  in  Piemonte  net  secolo  XV 111,  than  to 
some  of  the  more  general  works  such  as  G.  Luzzatto’s  Veeonomia  italiana 
dal  1861  al  1914,  I:  1861-1894,  or  V.  Ca.stronovo’.s  Economia  e  societd  in 
Piemonte  doll' Unit  a  al  1914.  In  short,  it  is  a  book  that  will  be  of  primary 
interest  to  but  two  groups  of  scholars:  those  concerned  with  the  economic 
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history  of  modern  Lombardy,  and  those  with  an  interest  in  comparative 
economic  hist«)ry  amonj»  the  modern  Italian  states.  For  such  scholars,  the 
hook  has  much  to  recommend  it,  even  if  one  is  not  primarily  interested  in 
price  history.  The  hook  will  not  he  of  great  interest  to  econometricians, 
as  Maddalena  makes  use  of  none  of  the  tools  that  are  now  commonplace 
in  econometrics. 

Hnt  this  is  not  to  say  that  Maddalena’s  contrihntion  is  undeserving  of 
acclaim.  He  has  de\eloped  a  hroad  series  of  price  statistics  for  the  entire 
eighteenth  century  and  the  first  six  decades  of  the  nineteenth.  That  in 
itself  is  no  mean  achievement  when  one  recognizes  the  fragmentary  nature 
of  price  tlata  timing  this  period.  The  price  series  were  assemhled  from 
data  found  hy  Maddalena  primarily  in  Milan  (although  some  of  the 
archival  material  was  drawn  from  Vienna).  The  most  notable  of  these 
archival  sources  were  the  Archivio  deirOspediale  Maggiore,  the  Archivio 
della  Wneranda  I'ahhrica  tlel  Dnomo,  and  the  Archivio  del  Pio  Alhergo 
1’rivnlzio.  The  commodity  series  developed  ranges  from  frumento  to 
carhoiic,  with  breadth  snflicient  to  ensure  that  the  hook  contains  one  or 
more  series  that  touch  upon  every  major  sector  of  the  economy.  In  addi¬ 
tion  to  the  forty  eight  commodity  series,  Maddalena  developed  data  on 
the  relatixe  value  of  coin  and  currency  thnmghont  the  period.  Finally, 
there  is  a  wage  series,  using  the  wage  rate  for  muratorc  (stone  masons) 
and  fi<irz(mc  muratorc  (stone  masons’  apprentices),  which  can  he  used, 
with  caution,  in  analyzing  real  wage  changes  from  1701  t(»  ISOO. 

'I'he  hook  is  well  organized.  Part  I  contains  two  chapters,  the  first  of 
vvhich  elaborates  upon  the  nature  of  the  sources  and  the  problems  en¬ 
countered  in  the  development  of  the  statistical  series.  The  second  chapter 
is  a  more  than  adecjuate  explanation  of  the  methodology  employed  in 
constructing  the  several  series  and  the  choice  of  parameters  used  in  pre¬ 
senting  the  refined  data.  Part  II  dividc's  the  years  1701-1860  into  four 
historically  convenient  periods:  1701  17.50,1751  1790,1791-181.5,181.5- 
1860.  Each  of  four  chapters  deals  first  with  the  political  and  economic 
machinations  that  were  responsible  for  the  alterations  that  were  taking 
place  in  the  Lombardian  economy.  These  sections  are  followed  hy  what 
amounts  to  an  exposition  on  the  statistical  series  that  parallels  the  period. 
One  could  benefit  from  reading  the  descriptive  .sections  in  each  of  the 
chapters  without  the  analisi  dcllc  curve  dci  prezzi.  The  reverse,  howex  er, 
would  he  much  less  rewarding. 

While  Maddalena’s  discussion  of  the  events  and  institutions  that  were 
at  the  center  of  Lombardian  economic  development  does  not  introduce 
much  that  has  not  previously  been  available  in  other  sources,  the  statistical 
series  would  be  of  little  value  without  his  explanatory  .sections.  Moreox  er, 
he  writes  economic  history  with  facility  and,  for  all  but  those  thoroughly 
familiar  with  the  economic  history  of  the  period,  the  narratixe  should  be 
informative.  To  Maddalena’s  credit,  I  must  add  that  he  has  so  organized 
his  book  that  he  gives  up  little  or  nothing  in  satisfying  those  interested  in 
the  details  of  his  statistical  constructions  by  this  intra-chapter  division, 
xvhile  he  adds  significantly  to  his  book’s  readability  for  those  less  concerned 
xvith  his  statistical  rigor. 

In  addition  to  the  price  series  presented  in  tabular  form  in  txx'o  appen- 
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dices,  the  volume  is  accompanied  by  a  boxed  set  of  ninety-nine  graphs 
depicting  most  of  the  data  presented  in  tabular  form  in  the  text,  plus  a 
number  of  graphs  illustrating  relative  price  changes  among  commodities. 
These  graphs  are  reproduced  on  a  semi-transparent  surface  and  have  uni¬ 
form  scales;  this  allows  for  any  number  of  interesting  trend  comparisons 
simply  by  superimposing  one  scries  upon  another.  The  first  forty-four 
graphs  represent  (on  semi-logarithmic  scale)  an  average  annual  price  for 
each  year  in  which  price  data  are  extant.  These  graphs  also  include  the 
same  data  converted  to  a  moving  average.  The  thirty-five  holographs 
depicting  the  data  for  most  of  the  price  series  in  terms  of  index  numbers 
based  on  five-year  average  prices  (1701-1705  =  100)  seemed  to  me  to 
offer  little  that  could  not  be  deduced  by  the  trained  eye  from  the  preceding 
series.  The  remaining  graphs  depict  holographically  one  or  more  of  the 
price  series  against  a  related  series  (for  the  most  part,  substitutes).  Suffice 
it  to  say  that,  if  the  reader  is  interested  in  some  form  of  graphical  presen¬ 
tation  of  this  data,  the  several  presentations  will  no  doubt  provide,  in  one 
perspective  or  another,  the  desired  depiction. 

While  I  cannot  recommend  Prezzi  c  Mcrccdi  a  Milano  dal  1701  a1 1860 
to  those  less  than  seriously  interested  in  the  economic  history  of  Lombardy, 
1  would  be  remiss  in  not  insisting  that  it  is  a  noteworthy  contribution  to 
that  history  and  one  that  should  not  be  ignored.  As  for  those  scholars, 
like  myself,  whose  interest  is  in  the  broader  Italian  economic  experience, 
this  has  to  be  regarded  as  another  piece  to  be  fitted  into  what  will  even¬ 
tually  be  a  more  complete  mosaic  of  the  modern  Italian  experience. 

o  o  o 

INDUSTRIAL  IMPERIALISM  IN  ITALY,  1908-1915.  By  Richard  A. 
Webster.  Berkeley,  University  of  California  Press,  1975.  Pp.  vii  +  392. 
$22.75. 

Reviewed  by  Judith  C.  Brown 
Visiting  Instructor  in  History 
University  of  Maryland 

Historians  concerned  with  the  rise  of  fascism  in  Germany,  Italy,  and 
Japan  have  generallly  focused  on  the  years  following  World  War  I.  In  this 
book,  Richard  Webster  proposes  the  tlieory  that  for  Italy  the  turning  point 
on  the  road  to  fascism  occurred  in  the  years  1911-1915,  when  the  logic  of 
protectionist  policies  of  industrial  development  led  to  repressive  politics 
at  home  and  imperialist  policies  abroad. 

In  the  first  part  of  the  book,  the  author  traces  the  pattern  of  Italian 
industrialization,  which  he  sees  as  the  basis  of  the  politics  of  imperialism 
discussed  in  the  second  part.  He  argues  that  from  1876  to  the  eve  of 
World  War  I,  concerns  with  Italian  military  power  and  big-power  politics 
determined  the  rate  and  direction  of  industrial  growth.  Motivated  by  these 
nationalistic  concerns,  successive  Italian  governments  pursued  protection¬ 
ist  policies  that  led  to  the  creation  of  inefficient  industries.  As  a  result, 
by  the  early  twentieth  century,  Italy  had  developed  an  industrial  capacity 
considerably  in  excess  of  domestic  demand.  Furthermore,  this  gap  between 
the  supply  capabilities  of  industry  and  domestic  demand  was  exacerbated 
by  regressive  tax  policies  that  reduced  mass  consumption  and  thus  the 
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demand  for  industrial  products.  It  is  at  this  point  that  Italy  became 
interested  in  exporting  its  excess  supply  of  skilled  labor  and  industrial 
products  by  developing  markets  in  less  developed  areas.  This  interest 
resulted  in  what  the  author  calls  “infraslruciure  imperialism.” 

The  politics  of  “infrastructure  imperialism”  are  dealt  with  in  the  second 
half  of  the  book.  The  Italian  government  believed  that  markets  for  its 
skilled  labor  and  protected  industries  could  be  found  in  the  Balkans  and 
the  Ott»)man  Empire,  hence  the  .shift  in  interest  from  Mediterranean 
Africa  to  the  Balkans  between  1904  and  1915.  In  so  doing,  however, 
Italy  ran  head-on  into  the  competing  political  and  economic  interests  of 
Gennany  and  Austria.  The  labyrinthine  politics  of  the  area  and  their  rela¬ 
tion  to  business  interests  are  .skillfullv  analyzed  in  the  author’s  detailed 
discussion  of  Italy’s  involvement  in  the  tran.s-Balkan  railway  project  and 
its  interest  in  the  development  of  the  sea  coast  area  around  Adalia.  Using 
the  correspondence  of  leading  Italian  financiers  and  industrialists,  Webster 
argues  that  their  interests  coincided  with  those  of  the  government’s  foreign 
policy.  The  author  avoids  a  simplistic  conspiracy  theoiy  of  wonomie  im¬ 
perialism  and  suggests  instead  that  the  government’s  policies  were  not  im- 
posetl  by  big  business  but  were  consistent  with  traditional  great-power 
policies.  E.sjx'cially  after  1908,  the  politics  of  expansionism  appealetl  to 
wide  segments  of  Italian  .society.  Imperialism  transcended  narrow  class 
interests. 

The  author’s  analysis  of  the  predicament  of  Italian  industry,  based  in 
large  measure  on  Gino  Luzzatto’s  L’ceonomia  itaUana  dal  1861  al  1914 
(\iilan,  1963),  and  Bieeardo  Baehi’s  L’ltalia  cconomica  1913  (Citta  di 
Gastello,  1914),  is  rich  in  detail  but  will  likely  generate  much  di.scus.sion 
among  economic  historians  of  Italy.  Webster’s  main  concern,  however,  is 
not  with  the  economy  per  .se,  but  with  the  problem  of  fascism,  which  he 
believes  resulted  from  the  political  difficulties  that  arose  during  the 
process  of  industrial  development.  Gonserjuently,  Industrial  Imperialism 
in  Italy  reflects  the  concerns  of  a  political  historian  rather  than  those  of 
an  economist.  This  may  account  for  the  fact  that  the  analysis  is  not  framed 
in  the  context  of  writings  by  economists  such  as  Alexander  Gerschenkron, 
Jon  Ca)hen,  or  Stefano  Fenoaltea.  Readers  with  more  traditional  economic 
interests  will  undoubtedly  want  to  make  this  connection.  Webster’s  account 
of  the  political  and  economic  networks  that  operated  in  early  twentieth- 
century  Italy  will  accpiire  greater  depth  in  the  process. 

o  o  o 

STUDIES  IN  ROMAN  PROPERTY.  By  the  Cambridge  University 
Research  Seminar  in  Ancient  History.  Edited  by  M.  I.  Finley.  New  York, 
Cambridge  University  Press,  1976.  Pp.  vi  +  212.  $9.95. 

Reviewed  by  K.  F.  Drew 
Professor  of  History 
Rice  University 

This  volume  contains  a  number  of  studies  by  members  of  a  research 
seminar  in  ancient  history  at  Cambridge  University,  studies  that  have  been 
collected  and  edited  by  M.  I.  Finley,  Professor  of  Ancient  History  at  Cam¬ 
bridge.  The  topic  of  the  seminar  was  the  actual  practice  of  the  Romans 
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with  regard  to  property  and  investment,  and  the  resulting  papers  must  be 
viewed  from  the  standpoint  of  the  limitation  imposed  by  the  nature  of  the 
subject.  In  general,  the  problem  tackled  by  the  seminar  was  one  that  asked 
for  specific  answers  based  on  sufficient  and  reliable  data,  but  the  data  avail¬ 
able  to  the  authors  was  in  almost  no  case  either  sufficient  or  reliable,  and, 
as  a  result,  the  answers  proposed  are  rarely  more  than  working  hypotheses. 

Nonetheless,  the  kind  of  work  possible  on  the  basis  of  e.xisting  records 
(literary,  documentary,  epigraphic,  and  archeological)  is  interesting,  al¬ 
though  the  results  would  hardly  have  merited  conventional  publication, 
given  current  publishing  costs.  The  method  of  publication  has  utilized 
modern  processes  whereby  formal  typesetting  costs  are  eliminated.  The 
resulting  utilitarian  product  is  not  beautiful  but  it  is  certainly  perfectly 
legible,  the  graphs  and  tables  are  quite  clear;  the  binding  is  very  good. 

The  more  technical  papers,  such  as,  “Some  Configurations  of  Landhold¬ 
ing  in  the  Roman  Empire”  by  R.  P.  Duncan-Jones  and  “Classical  Roman 
Law  and  the  Sale  of  Laijid”  by  John  Crook  have  had  to  use  such  scattered 
or  incomplete  data  as  to  offer  little  more  than  a  description  of  the  surviving 
material. 

The  papers  based  on  literary  survivals  are  more  interesting  to  read, 
although  not  necessarily  more  important  contributions.  “The  Ciceronian 
Aristocracy  and  its  Properties”  by  Elizabeth  Rawson  and  “Urban  Property 
Investment”  by  Peter  Garnsey  give  us  another  view  of  the  Roman  upper 
classes  than  we  have  had  before,  although  employing  materials  that  have 
been  available  for  a  long  time  (the  letters  of  Cicero  and  his  circle,  in  the 
first  instance,  and  literary  materials  plus  an  archeological  glance  at  such 
remains  as  those  at  Pompeii,  in  the  second).  The  latter  article,  especially, 
suggests  that  a  further  study  of  investment  in  urban  and  rural  property 
is  in  order. 

In  “Private  Farm  Tenancy  in  Italy  before  Diocletian,”  M.  I.  Finley 
concludes  that  there  is  little  evidence  to  indicate  that  private  estates 
tended  to  prefer  either  slave  or  tenant  managers  for  reasons  of  greater  pro¬ 
fitability;  instead  the  use  of  .slaves  or  tenants  depended  upon  some  non¬ 
profit  reason  such  as  the  greater  availability  of  one  kind  of  worker  or  the 
other,  or  family  custom  . 

“Agri  Deserti”  by  C.  R.  Whittaker  surveys  the  evidence  for  decline  of 
agricultural  production  in  the  Late  Empire  as  evidenced  by  the  spread  of 
agri  deserti  and  concludes  that  the  evidence  is  not  at  all  clear  that  such  a 
decline  occurred.  The  sources  that  refer  to  agri  deserti  can  usually  be  inter¬ 
preted  as  referring  to  either  a  restricted  area  or  a  restricted  period  of  time: 
they  do  not  necessarily  prove  a  generalized  contraction  of  cultivated  fields. 
Whittaker,  like  most  of  the  other  contributors  to  this  volume,  concludes  that 
the  evidence  justifies  further  study  that  might  modify  currently  held 
interpretations. 

This  is  an  interesting  volume,  but  its  use  would  seem  to  be  limited  to 
those  students  interested  in  research  in  ancient  history. 

o  o  e 
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FRANCOIS-ETIENNE  CUGNET,  1719-1751:  ENTREPRENEUR  ET 
ENTREPRISES  EN  NOUVELLE-FRANCE.  By  Cameron  Nish.  Mon¬ 
treal,  Fides,  1975.  Pp.  xiv  +  185.  $10.00  Canadian. 

Reviewed  by  Andre  E.  LeBIanc 
Campus  Coordinator 
Champlain  Regional  College,  Quebec 

In  his  Lcs  Bourficois-Gentilhommes  Dc  La  NouvcUc-France,  1729-1748 
(1968)  Cameron  Nish  stoked  the  fires  of  the  lonR-simmering  controversy 
over  the  natiire  of  France’s  eighteenth  century  North  American  colony. 
This  provocative  study  argued  in  favor  of  a  dynamic  society  in  New  France 
dominated  hy  a  bourgeoisie  elite  that  closely  compared  to  the  prevailing 
elites  of  the  British  colonies  to  the  south.  With  this  new  publication  Nish 
launches  himself  into  the  fray  once  again  with  a  detailed  examination  of 
one  of  his  so  called  hourffcois  ficntilhommcs,  Fran^'ois-Etienne  Cugnet. 
The  result  is  another  significant  addition  to  the  small  but  growing  library 
of  studies  that  explore  the  economic  and  social  configuration  of  the  French 
Regime. 

Professor  Nish,  after  briefly  surveying  the  backgrotmd  of  Fran^ois- 
Etienne  Cugnet,  examines  in  detail  his  career  starting  with  his  arrival  in 
the  colony  in  1719  as  director  of  the  Domainc  d'Occidcnt,  the  tax  farming 
agency  that  served  as  one  of  the  main  pillars  of  the  colony’s  economic 
sup<*rstructure.  From  this  position,  and  due  to  the  close  relationship  that 
he  developed  with  Cilles  Ilocxiuart,  one  of  the  colony’s  more  perspicacious 
intendants,  Cugnet  branched  out  into  a  series  of  administrative  and  coni- 
nuTcial  endeavors  that  characterize  member.ship  in  an  emerging  entre¬ 
preneurial  class.  By  1730,  he  was  a  member  of  New  France’s  Sovereign 
Council,  and  shortly  thereafter  became  its  first  counselor.  During  this 
period,  he  was  one  of  the  driving  forces  in  the  setting  up  of  the  capital - 
plagued  Saint-Maurice  Foundries,  the  colony’s  first  heavy  industry.  The 
failure  of  this  undertaking  and  its  eventual  coming  under  crown  trustee.ship 
spelled  financial  difficulties  for  Cugnet  but  it  did  not  bring  to  an  end  his 
prolific  activities.  Like  other  entrepreneurs  of  the  period,  he  was  also 
engaged  in  the  fur  trade,  and  for  .several  years  held  a  state  monopoly  on 
the  Tadoussac  trade.  Cugnet  was  also  involved  in  a  variety  of  lesser 
commercial  ventures  that  also  receive  attention  in  order  to  highlight  the 
many  facets  of  his  existence. 

Together  with  an  attempt  to  recreate  an  image  of  Cugnet’s  private 
world,  this  brings  to  an  end  a  finely  crafted  study  that  tries  to  inhise  life 
into  a  potentially  dry  litany  of  related  data.  Through  the  use  of  clear, 
conci.se  language,  by  a  masterful  presentation  of  relevant  tables  and 
photographs,  and  through  a  successfid  attempt  to  situate  the  reader  in 
the  intricacies  of  the  period.  Professor  Nish  goes  a  long  way  towards 
achieving  his  end.  Nevertheless,  I  am  left  with  a  .sense  of  imbalance. 
Professor  Nish  had  to  mine  deeply  for  his  materials  and  in  veins  of 
marginal  quality,  as  he  readily  admits.  As  a  result  of  this,  over  half  of  the 
study  is  devoted  to  the  development  and  tribulations  of  the  Saint-Maurice 
Foundries,  a  fact  that  could  have  been  profitably  noted  in  the  title.  A 
related  problem  is  that  the  main  character  of  the  study  is  not  personalized 


BOOK  REVIEWS  111 


despite  a  valiant  effort  to  do  so;  Ciignet,  the  Ecce  homo  of  the  author’s 
introduction  (6)  does  not  quite  emerge. 

The  fact  remains,  however,  that  Nish  has  given  us  a  fascinating,  albeit 
circumscribed,  glimpse  of  the  colony’s  economic  life  in  the  closing  decades 
of  New  France.  He  has  also  raised  a  series  of  crucial  questions,  the  most 
important  to  me  being:  just  how  serious  was  the  French  government  when 
it  came  to  developing  its  North  American  possession?  Cugnet  despite  his 
acknowledged  diversion  of  Domaine  funds  and  his  involvement  in  the 
understandable  but  highly  questionable  collapse  of  the  Saint-Maurice 
Foundries  enterprise  retained  his  place  of  influence  in  the  colony.  Professor 
Nish  suggests  that  this  was  as  a  result  of  Cugnet’s  superior  talents.  One 
cannot  help  feeling,  however,  that  this  was  a  tacit  acknowledgment  by  the 
metropolitain  power  of  the  fragility  of  its  colonial  undertaking;  the  French 
crown  may  have  been  willing  to  give  only  its  third  best,  and  hence  could 
not  expect  much  more  from  its  colonial  agents. 

This  and  other  (lucstions  will  obtain  a  firmer  perspective  with  time. 
Studies  on  other  colonial  entrepreneurs  —  La  Chesnaye,  de  Francheville, 
Ilazcur,  Le  Her,  to  name  a  few  —  are  rc(|uired  before  a  clearer  picture 
emerges.  Professor  Nish  has  opened  the  way.  It  is  hoped  that  he  and  others 
will  push  along  with  the  same  high  standards. 


RESEARCH  IN  ECONOMIC  HISTORY:  AN  ANNUAL  COMPILA¬ 
TION  OF  RESEARCH,  VOLUME  I,  1976.  Edited  by  Paul  Uselding. 
Greenwich.  Conn.,  JAI  Press.  1976.  Pp.  ix  +  371.  $22.50,  institutions ; 
$17.50,  individuals. 

Reviewed  by  Lance  E.  Davis 
Professor  of  Economics 
California  Institute  of  Technology 

Several  years  ago  Herman  Krooss  decided  that  no  satisfactory  outlet 
existed  for  works  in  economic  history  that  were  longer  than  a  journal  article 
but  too  .short  for  a  monograph.  Professor  Krooss  has  died,  but  his  idea  has 
not.  Under  the  editorship  of  Paul  Uselding  the  JAI  Press  has  published  the 
first  of  an  annual  compilation  of  research  results  that  would  othenvise 
appear  only  in  emasculated  or  overblown  form.  Moreover,  Professor  U.seld- 
ing  displays  as  broad  a  set  of  interests  as  Krooss,  and  \^olume  I  includes 
work  not  only  in  economic  history  but  in  institutional  and  modern  social 
history  as  well.  It  is  clear  that  this  series  could  provide  a  valuable  pulpit 
for  the  dissemination  of  historical  research. 

At  its  best  Volume  I  is  very  good.  The  new  economic  history  uses  quanti¬ 
fication  and  theory  both  to  economize  on  data  requirements  and  to  refocus 
the  questions  asked.  Volume  I  contains  an  excellent  example  of  each 
methodology.  In  the  lead  article  Fred  Bateman  and  Thomas  Weiss  bring 
their  manuscript  census  sample  to  bear  on  the  (piestion  of  .southern  manu¬ 
facturing  in  the  antebellum  period.  They  find  that  rates  of  return  were 
high  in  comparison  to  southern  alternatives  and  compared  favorably  with 
returns  in  manufacturing  in  other  sections.  They  conclude  that  the  recent 
economic  explanations  of  slow  growth  are  inconsistent  with  the  facts  and 
they  suggest  that  the  cause  was  probably  either  the  more  traditional  ex- 
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planation,  “irrationality”,  and/or  a  massive  failure  in  the  region’s  capital 
markets  —  a  result  that  many  of  their  peers  will  not  find  to  their  liking. 
Their  estimates  of  depreciation  and  unreported  capital  items  will  be  ques¬ 
tioned,  as  will  their  use  of  average,  as  opposed  to  marginal,  rates  of  return. 
However,  the  work  is  in  the  best  tradition  of  both  the  new  and  the  old 
economic  history;  and  scholars  will  have  to  take  account  of  their  findings 
whether  they  like  them  or  not. 

In  terms  of  the  magnitude  and  importance  of  the  subject,  no  article 
compares  with  Peter  Lindert’s  and  Jeffrey  Williamson’s  highly  perceptive 
analytical  review  of  the  literature  on  the  history  of  income  distribution  in 
the  United  States.  The  study  is  not  based  on  new  evidence  Init  brings 
together  the  standard  sources  and  a  numher  of  fragments,  .some  not 
previously  used  in  this  way.  Lindert  and  Williamson  conclude,  the  revi¬ 
sionists  aside,  that  there  was  a  substantial  moxeiuent  toward  greater  ecjual- 
ity  in  the  period  1929  1951.  Of  more  interest  are  their  results  for  the 
earlier  years.  They  argue  that  the  colonial  period  was  one  of  substantial 
ecjuality,  that  the  half  century  before  the  Civil  W'ar  saw  inereasing  in- 
e(iuality,  and  that  the  distribution  did  not  hecoim*  substantially  worse 
during  the  much- maligned  posthellum  decades.  If  they  are  correct,  schol¬ 
ars  will  he  forced  to  reshift  their  search  for  the  catises  on  inecniality  to  a 
period  .some  three  or  four  decades  earlier  than  that  suggested  both  by 
Ku/.nets  and  the  traditional  literature. 

Donald  McCloskey’s  study  of  early  British  agriculture  is  an  excellent 
example  of  the  use  of  a  formal  model  to  extract  strong  conclusions  from 
otherwise  quite  limited  data.  He  is  interested  in  explaining  the  decision  by 
small  farmers  to  scatter  their  land  holdings  despite  the  costs  imposed  by 
that  choice.  The  evidence  indicates  that  the  farmers  did  resist  consolida¬ 
tion  —  a  resistance  that  has  been  explained  in  terms  of  a  spirit  of  egali¬ 
tarianism,  the  operation  of  inheritance  laws,  or  as  an  aversion  to  risk. 
McCloskey  provides  a  quantitative  measure  of  the  potential  costs  of  a 
disaster  that  are  attached  to  consolidated  holdings  and  eoncludes  that, 
given  some  risk  aversion,  those  costs  were  sufficient  to  inthice  a  rational 
farmer  to  “buy”  insurance  in  the  form  of  scattered  plots.  The  model  is 
clearly  specified,  and  the  reader  can  criticize  the  behavioral  assumptions 
and  see  for  himself  just  how  strong  the  conclusions  are  in  the  face  of 
changes  in  those  assumptions.  The  model  permits  McCloskey  to  exploit  the 
fragmentary  data  and  prod«ice  a  very  compelling  array  of  evidence  in  sup¬ 
port  of  his  major  conclusion. 

At  the  next  level  of  interest  —  displaying  fewer  positive  results  but 
worthy  of  inclusion  in  any  good  journal  —  are  the  demographic  articles  by 
Larry  Neal  and  by  Robert  Swierenga  and  Harry  Stout.  Neal  uses  cross- 
spectral  analysis  to  examine  the  trans-Atlantic  migrations  and  Swierenga 
and  Stout  look  at  the  socioccoiomic  origins  of  Dutch  emigrants  in  the 
nineteenth  century. 

Neal  makes  surprisingly  few  claims.  He  is  committed  to  a  long  swing 
framework,  but  concludes  that  no  single  model  will  explain  all  the  swings 
and  that  more  and  more  complicated  interactions  among  an  increasing 
numher  of  nations  will  have  to  be  considered.  His  work  is  straightforward 
and  his  explanations  (particularly  of  that  often  misunderstood  technique, 
spectral  analysis)  very  clear.  Given  his  results,  one  may  wonder  if  Neal  will 
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conclude  that  the  long  swing  hides  more  than  it  reveals.  Nevertheless,  the 
present  work  provides  an  analytical  summary  and  a  critical  review  of  the 
present  state  of  the  art. 

In  the  case  of  the  Dutch  emigrants,  theory  is  nonexistent  and  the  litera¬ 
ture  sparse.  In  the  absence  of  any  explanatory  models,  Swierenga  and 
Stout  have  produced  a  solid  piece.  They  have  used  new  data  .sources  and 
they  have  classified  and  described  their  emigrants  in  a  wide  variety  of 
ways.  Theirs  is  the  kind  of  work  that  may  well  lead  to  some  cohesive  theory, 
and  social  history  badly  needs  .some  sensible  theoretic  formulation. 

John  Hughes  has  produced  an  article  that  is  both  exciting  and  infuriating. 
He  has  turned  his  attention  to  one  of  the  most  important  problems  in  the 
study  of  economic  growth  —  the  developments  and  transmission  of  institu¬ 
tional  constraints  on  the  economic  procc.ss.  Moreover,  he  brings  to  that 
study  an  understanding  of  legal  history  that  is  probably  unparalleled  among 
economic  historians.  It  is  with  .sheer  delight  that  the  reader  is  introduced 
to  a  history  of  legal  rights  and  rules  in  Hritain  and  in  the  colonial  and 
federal  United  States.  This  material  will  become  an  important  source  for 
any  study  of  American  institutional  development  and  almost  any  study  of 
American  development  in  general. 

On  other  levels,  however,  the  work  is  less  successful.  Professor  Hughes 
has  adopted  a  matrix  notation  whose  usefulness  is  not  readily  apparc’nl.  It 
leads  to  few  insights,  and  must  he  abandoned  when  the  major  finding  — 
the  absence  of  (juantity  controls  among  government  policies  —  is  discussed. 
Hughes  also  does  not  choose  to  speculate  about  the  causes  of  innovation 
and  tran.sfer  of  institutional  constraints.  It  is  unlikely  that  anyone  else  is 
better  prepared  to  discuss  those  very  important  subjects,  and  it  is  a  shame 
that  he  has  not  devoted  more  time  to  them  and  less  to  his  classification 
scheme. 

The  other  articles  are  less  successful.  Joel  Mokyr  and  N.  Eugene  Savin 
argue  that  the  Napoleonic  Wars  induced  in  the  Hritish  economy  not  only 
inflation  but  stagnation  as  well.  Using  a  number  of  standard  statistical 
series  the  authors  econometrically  fit  a  slightly  disaggregated  macromodel, 
and  it  is  on  that  model  their  conclusions  are  based.  The  argument  is  an 
ingenious  one  but  not  completely  convincing.  Both  the  behavioral  assump¬ 
tions  and  a  number  of  the  authors’  eamometric  decisions  rest  on  assertions 
of  certain  stylized  and,  at  times,  not  so  stylized  facts;  and  even  the  existence 
of  the  industrial  stagnation  rests  on  their  very  strong  assumptions  about 
the  pattern  of  British  growth.  Moreover,  the  conclusions  rest  on  a  series  of 
assumed  rigidities  and  these  are  never  fully  investigated. 

Kim  McQuaid  has  written  a  history  of  the  Business  Advisory  Council 
in  the  years  from  1933  to  1961.  In  this  introduction  McQuaid  builds  a  case 
for  including  studies  of  this  tj'pe  in  an  economic  history  collection,  but 
there  is  little  in  the  body  of  the  article  to  justify  that  decision  in  this  ca.se. 

Finally,  Paul  Uselding  has  drawn  from  the  records  of  the  death  registra¬ 
tion  states  for  an  estimate  of  occupational  death  rates  in  the  progressive 
period.  He  concludes  that  the  muckrakers  may  have  been  wrong  about 
conditions  of  factory  labor  since  death  rates  for  other  occupational  cate¬ 
gories  were  as  high  as  for  those  in  manufacturing,  but  does  not  empha¬ 
size  that  the  muckrakers  were  concerned  with  the  debilitating  effects  of 
all  aspects  of  factory  life,  and  not  merely  industrial  accidents. 
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In  general  Volume  I  is  a  mixed  suceess,  and  an  analysis  of  its  com¬ 
ponents  suggests  some  thoughts  for  change.  First,  the  original  notion  was 
to  concentrate  on  articles  of  medium  length,  and  without  question  those 
are  the  most  successful.  Moreover,  the  articles  by  Hughes,  Neal,  and 
Swierenga  and  Stout  would  almost  certainly  have  been  improved  by 
selective  expansion.  Secondly,  though  it  is  difhcult  to  tell  academics  what 
they  should  write,  many  hook  publishers  still  attempt  to  exercise  a  con¬ 
structive  review  function  and  there  is  evidence  that  some  similar  innova¬ 
tion  might  improve  the  series.  Even  as  excellent  an  article  as  Lindert 
and  Williamson’s  might  have  benefited  from  an  increased  emphasis  on 
nineteenth  century  development  and  Hughes’  article  could  have  made  a 
very  important  contribution  to  American  economic  history.  Even  in  the 
absence  of  change,  there  is  certainly  a  future  for  this  annual  series  and 
both  editor  and  publisher  should  be  congrattilated  on  their  first  effort. 
Moreover,  the  profession  really  owes  the  editor  a  hearty  round  of  applause 
—  \’olume  1  docs  not  contain  a  single  article  on  slavery. 

•  •  O 

THE  SCHOOL  UPON  A  HILL:  EDUCATION  AND  SOCIETY  IN 
COLONIAL  NEW  ENGLAND.  By  James  Axtell.  New  Haven^Yale 
University  Press,  1974.  Pp.  xxi  +  298.  $17.50. 

EDUCATION  AND  THE  INDUSTRIAL  REVOLUTION.  By  E.  G. 
West.  London,  Batsford,  1975.  Pp.  275.  £6.50. 

Reviewed  by  Alexander  J.  Field 
Assistant  Professor  of  Economics 
Stanford  University 

In  recent  years,  the  intellectual  hegemony  of  the  “human  capital’’  ap¬ 
proach  has  increased  and,  as  the  demand  for  many  types  of  educated 
labor  has  declined,  its  apparent  relevance  has  diminished.  A  number  of 
scholars  with  an  awareness  of  the  methods  and  terminology  of  social 
science  meanwhile  have  turned  their  attention  to  the  historical  develop¬ 
ment  of  educational  .systems.  The  two  books  under  review  contribute  to 
this  literature,  although  they  deal  with  different  regions  (colonial  New 
England  vs.  England  and  ^‘Otland)  in  different  centuries  (the  seven¬ 
teenth  and  eighteenth  vs.  the  nineteenth)  and  emphasize  different 
mechanisms  linking  the  creation  and  development  of  educational  sys¬ 
tems  to  social  and  economic  change.  E.  G.  West’s  book  is  informed  by 
the  presupposition  that  reliance  on  the  market  rather  than  on  the  state 
results  in  a  more  efficient  satisfaction  of  the  educational  needs  of  a 
country.  Much  of  it  is  a  polemic  against  those  who  have  argued  that 
both  the  quality  and  the  (juantity  of  English  education  were  poor  by 
continental  .standards,  particularly  during  the  period  of  the  industrial 
revolution.  West  argues  that,  on  the  contrary,  English  educational 
achievement  in  advance  of  the  creation  of  a  state-controlled  national 
system  was  quite  satisfactory,  when  compared  either  to  other  nineteenth- 
century  countries  at  similar  levels  of  development  or  to  twentieth-century 
underdeveloped  countries.  James  Axtell,  on  the  other  hand,  concen¬ 
trates  on  the  mixed  success  of  the  heavily  state-influenced  educational 
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system  in  colonial  New  England  in  creating  and  transmitting  the  values 
of  the  original  theocracies. 

West’s  basic  position  is  that  parents,  left  to  their  own  devices,  spent 
as  much  money  on  education  under  a  private  .system  as  was  spent  under 
a  national  or  state-organized  system  of  compulsory  .schooling,  if  not 
more.  Furthermore,  he  argues,  spending  under  a  private  system  was 
(and  is)  more  cost-effective  because  of  greater  opportunities  for  choice. 
He  mentions  imperfections  in  capital  markets,  but  argues  that  these 
could  have  been  dealt  with  by  means  of  subsidies  or  government  loan 
programs,  and  did  not  recjuire  the  creation  of  a  national  sv-stem  of  edu¬ 
cation.  But  West  has  repeated  difficulty  with  evidence  regarding  the 
social-structural  functions  of  education,  that  is,  the  role  of  moral  educa¬ 
tion  in  building  character  and  reinforcing  community  .standards  of  moral¬ 
ity  and  obedience  to  law. 

The  author  easts  doubt,  and  with  good  reason,  on  some  of  the  argu¬ 
ments  set  forth  by  nineteenth-century  reformers  in  support  of  the  proposi¬ 
tion  that  .schooling  reinforces  the  social  stnicture.  But  this  in  itself  docs 
not  demonstrate  the  correctness  of  the  hypothesis  that  education  makes 
no  contribution  to  .social  order,  or  even  subverts  it.  Ftirthcrmorc,  West 
docs  not  deal  satisfactorily  with  the  theoretical  problem  that  the  issue  of 
moral  education  raises:  to  the  extent  that  education  contributes  to  order, 
“maximizing  agents”  (parents)  operating  through  the  market  may  pro¬ 
vide  less  education  for  this  purpose  than  would  be  socially  desirable. 
West’s  attitude  toward  these  and  other  problems  is  ambivalent.  At 
times  he  de.scribes  them  as  if  to  implv  that  they  are  supported  bv  the 
evidence.  At  other  times  (c.specially  page  134),  he  treats  these  argu¬ 
ments  as  amusing  examples  of  nineteenth-century  ignorance,  a  position 
that  he  docs  not  justify. 

As  a  polemicist.  West  would  have  been  better  off  had  he  avoided  dis¬ 
cussions  of  the  function  of  moral  education,  rather  than  pointing  out, 
correctly,  that  “the  historical  reasoning  produced  to  support  (free  school¬ 
ing)  ...  in  the  nineteenth  century  was  to  protect  the  property  of  the 
rich  and  the  middle  classes  (against  the  disorderly  poor)”  (231).  West 
recognizes  in  .several  places  that  the  relationship  between  education  and 
industrialization  is  complex,  but  his  obvious  eoneem  to  use  historical 
evidence  to  bolster  a  political  position  developed  presumably  from  ob¬ 
servation  of  current  conditions  prevents  him  from  presenting  a  coherent 
analysis  of  that  complex  relation.  Readers  are  likelv  to  find  much  of  the 
discussion  hard  to  follow,  not  because  there  is  no  underlying  organizing 
framework,  but  because  much  of  the  evidence  discussed  does  not  fit  into 
this  framework,  despite  West’s  efforts. 

The  author  claims  “to  produce  fully  representative  evidence  by  scru¬ 
tinizing  nearly  all  the  data  that  is  available,  and  in  particular  by  examin¬ 
ing  clearly  the  same  primary  sources  that  are  used  by  most  writers  in  the 
field”  (8).  This  is  an  exaggeration.  West’s  work  is  explicitly  aimed  at  a 
set  of  what  he  believ'es  to  be  historical  misconceptions.  His  presentation 
lacks  a  comprehensive  discussion  of  the  available  evidence  along  with 
previous  interpretations.  This  makes  it  difficult  to  place  the  evidence 
that  he  does  present  in  context  or  to  evaluate  his  interpretations.  There 
is,  for  example,  no  treatment  of  the  Baines  survey  of  manufacturing  dis- 
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tricts  in  Lancashire,  Yorkshire,  Cheshire,  and  Derbyshire,  a  surv'cy  that, 
although  undertaken  with  the  express  objective  of  demonstrating  the 
adequacy  of  a  voluntary  system,  produced  results  substantially  at  vari¬ 
ance  with  the  general  picture  that  West  is  trying  to  paint. 

W'est’s  presentation  is,  in  addition,  not  helped  by  a  lack  of  proof¬ 
reading,  sloppy  bibliography,  and  generally  wooden  prose.  Such  phrases 
as  “this  chapter  has  explained  some  fairly  substantial  differences  in  the 
balance  of  interpretation”  (70)  do  not  contribute  to  the  overall  appeal 
of  the  arguments. 

If  West  is  uncertain  about  the  relation  between  education  and  social 
structure,  Axtell  is  not;  indeed  that  relation  forms  the  central  theme, 
insofar  as  there  is  one,  in  The  School  Upon  a  Hill.  Axtell’s  aim  is  to  illus¬ 
trate  the  process  of  colonial  .s<K-iali/ation.  He  describes  wirious  aspects 
of  childhood  and  .society  in  colonial  New  England,  including  the  court¬ 
ship  customs  that  often  led  to  pregnanev,  child-rearing  practices,  re¬ 
ligious  education,  oeeupational  choice,  college  .schooling,  and  the  impact 
of  Indians  on  the  New  England  culture.  Axtell  avoids  statistical  materials, 
relying  almost  entirely  on  doeumentai’v  records  of  various  sorts,  which 
gives  much  of  the  book  a  rather  impressionistic  tone.  His  theoretical 
understanding  of  soc'ial  structure  is,  however,  eonsitlerably  more  sophis¬ 
ticated  than  W'est’s.  Axtell  recognizes,  for  example,  that  “there  can  be 
no  coherent  .social  life  unless  the  social  relationships  that  bind  people 
together  are  at  least  to  .some  extent  orderlv,  institutional,  and  predictable. 
If  they  are  not,  chaos  reigns  and  society  dissolves.  Therefori*,  people 
must  be  subjected  to  a  degree  of  compulsion  to  maintain  the  normal  ex¬ 
pectations  of  .soc'ial  relations”  (136).  Education  within  the  family, 
church,  school,  and  workplace  was,  in  colonial  New  England,  an  impor¬ 
tant  process  whereby  .society  communicated  and  enforced  the  written 
and  unwritten  niles  holding  it  together,  and  created  and  maintained  its 
cultural  identity. 

We.st  does  not  ignore  the  evidence  that  in  England  education,  at  least 
in  part,  fulfilled  a  similar  function,  but  he  dismisses  its  importance,  and 
is  unable  to  accept  A-xtell’s  theoretical  position,  because  it  creates  prob¬ 
lems  with  West’s  apparent  philosophical  belief  that  all  social  relationships 
can  and  ought  to  be  derived  from  the  interaction  of  self-interested 
“maximizing  agents.”  Axtell  is  not  imprisoned  by  this  position,  but  at 
times  his  dwuments  exercise  a  different,  but  also  constraining,  influence 
on  his  writing.  We.st’s  book  is  a  battleground  for  hypothe.ses  and  gen¬ 
eralizations,  while  Axtell’s  book,  on  the  other  hand,  contains  not  a  hint 
of  a  clearly  articulated  hypothesis,  let  alone  an  alternate  hvpothesis. 
There  is  relatively  little  discussion,  for  example,  of  the  economic  changes 
that  took  place  in  New  England  during  the  eighteenth  centurv,  and  the 
possible  impact  they  may  have  had  on  the  organization  of  the  educa¬ 
tional  system. 

Axteil’s  book  is  primarily  valuable  for  its  clear  application  of  the  con¬ 
cept  of  socialization  to  the  study  of  the  historical  development  of  an 
educational  sy.stem.  The  foiTnal  and  informal  educational  .sv.stcms  of 
any  society  are  of  course  also  invoK'ed  in  the  formation  of  “human  capi¬ 
tal.”  Whereas  the  proce.s.s  of  “human  capital”  formation,  given  perfect 
capital  markets  and  no  discrimination,  could  be  left  to  the  market,  the 


BOOK  REVIEWS  117 


same  is  not  true  for  socialization,  because  it  involves  important  exter¬ 
nalities. 

A  polemic,  although  flawed,  may  still  be  valuable  if  it  forces  us  to 
re-examine  cherished  beliefs.  The  overall  importance  of  Education  and 
the  Industrial  Revolution  depends  on  the  extent  to  which  West  has 
tackled  actual  historical  misconceptions  as  opposed  to  merely  setting  up 
straw  men  to  knock  them  down.  One  might  ask  whether  previous  his¬ 
torians  actually  held  the  positions  ascribed  to  them  by  West,  but  this  is 
probably  not  sufficient;  historical  misconceptions  may  prevail  in  spite 
of  the  opinions  of  respected  historians.  In  the  absence  of  a  retrospective 
survey,  an  evaluation  of  this  issue  will  remain  a  matter  for  individual 
judgment. 

o  o  o 

FAT  MUTTON  AND  LIBERTY  OF  CONSCIENCE:  SOCIETY  IN 

RHODE  ISLAND,  1636-1690.  By  Carl  Bridenbaugh.  Providence,  R.I., 
Brown  University  Press,  1974.  Pp.  xxiv  +  157.  $8.00. 

Reviewed  by  Edward  M.  Cook,  Jr. 

Assistant  Professor  of  History 
University  of  Chicago 

In  this  first  modem  reinterpretation  of  the  history  of  scvcntcenth-ccn- 
tuiy  Rhode  Island,  the  title  .summarizes  the  priorities  of  earlv  Rhode 
Islanders.  Although  religious  conflict  precipitated  the  initial  .settlement 
on  Narragansett  Bay,  both  religious  refugees  and  their  fellow  settlers 

chose  the  region  with  their  eyes  open  to  the  rich  opportunities  it  pre¬ 

sented  for  commercial  and  agricultural  exploitation.  Narragansett  Bay 
offered  a  magnificent  harbor  at  Newport,  and  the  complex  of  waterways 
provided  an  ea.sy  water  transportation  to  a  substantial  hinterland.  The 
Bay  was  dotted  with  islands,  on  whieh  the  .settlers  could  securely  pasture 
livestock,  and  its  margins  were  covered  with  more  lush  meadows  and 
more  fertile  upland  than  existed  elsewhere  in  eastern  New  England. 
Mercantile  ambitions,  agricultural  innovation,  and  the  hunger  for  good 
land  thus  joined,  and  perhaps  overshadowed,  religious  fragmentation  and 
the  prevalence  of  sects  hostile  to  religious  hierarchies  as  determinants  of 
“the  growth  of  a  secular  state,  the  expansion  of  settlement,  and  the 
development  of  a  laissez-faire  economy”  (8). 

Seventeenth-century  Rhode  Island  has  been  a  much-neglectcd  area  in 
recent  historical  writing,  and  this  book  makes  a  modest  and  timely  begin¬ 
ning  to  the  reinterpretation  of  its  economic  and  social  history.  (3nly  five 
brief  chapters  in  length.  Fat  Mutton  surveys  Rhode  Island  society  with 
the  light,  anecdotal  style  of  a  set  of  publi.shed  essays,  which  it  is  in  part. 
At  the  same  time,  it  is  so  packed  with  infonnation  and  .so  well  documented 
that  it  provides  a  good  introduction  to  the  traditional  sources  for  research. 
This  introductoiy  function  is  further  enhanced  by  the  book’s  mildly  re¬ 
visionist  corrective  to  the  filio-pietistic  interpretation  of  the  older  Rhode 
Island  historians.  Carl  Bridenbaugh  shows  that  the  Rhode  Islanders 
were  not  singleminded  religious  zealots,  just  as  their  neighbors  were  not 
singleminded  bigots,  and  helps  to  place  the  religious  history  of  the  tiny 
colony  in  broader  perspective.  He  also  discusses  the  great  and  widely 
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recognized  potential  for  agricultural  prosperity  in  the  Narragansett  re¬ 
gion,  which,  he  demonstrates,  motivated  much  of  the  conflict  for  control 
of  the  colony  during  the  seventeenth  century.  Neither  argument  will 
astonish  historians  who  have  studied  seventeenth-century  New  England 
closely,  but  they  do  provide  a  stimulating  re-evaluation  of  the  traditional 
evidence  and  a  reference  point  for  further  work  on  the  economic  and 
social  history  of  the  Narragansett  region. 

Although  the  book  is  a  good  beginning,  it  is  by  no  means  a  definitive 
work.  One  characteristic  of  the  book  is  its  total  neglect  of  the  last  gen¬ 
eration’s  research  on  New  England  social  history  and  of  the  methods  that 
lie  behind  that  research.  Taking  a  page  from  his  1962  Presidential  Ad¬ 
dress  to  the  American  Historical  Association,  Bridenhaugh  begins  with 
the  oh.servation  that  “American  historians  are  all  city  slickers”  (xix), 
works  on  the  premise  that  “the  neophytes  of  the  historical  profession” 
have  hopelesly  misinterpretc'd  the  rural  patterns  of  .seventeenth-century 
life,  and  starts  at  the  level  of  defining  the  differences  between  hulls  and 
cows.  Throughout,  he  follows  his  well-known  aversion  to  the  use  of 
quantitative  teehnicjues  and  .social  seientifie  methodology  by  using  data, 
for  c'xample  on  landholding  and  occupational  status,  in  a  purely  de.serip- 
tive  fashion.  The  result  is  that  many  opportunities  are  missed.  Economic 
historians  will  find  disappointing  a  discussion  of  economic  trends  that  is 
devoid  of  numerical  evidence,  although  they  will  find  promising  the 
citation  of  the  mercantile  papers  and  accounts  that  would  su.stain  a  more 
precise  analysis.  Similarly,  social  historians  will  find  no  attempt  to  exploit 
recent  work  on  community  and  family  dynamics  to  comparative  advan¬ 
tage,  and  will  wish  that  the  generally  excellent  descriptions  of  agricul¬ 
tural  practices  and  market  organization  had  been  extended  by  the  sy.s- 
tematic  application  of  geographical  analysis. 

Despite  these  criticisms  historians  are  in  Professor  Bridenhaugh ’s  debt 
for  this  hook.  Readers  of  the  .secondary  literature  will  find  here  a  brief 
and  intelligent  treatment  of  the  social  development  of  the  colony,  while 
.spcciali.sts  will  find  here  a  modem  starting  point  for  further  work. 

o  o  e 

TELEPHONE:  THE  FIRST  HUNDRED  YEARS.  Sy  John  Brooks. 
New  York,  Harper  &  Row,  1976.  Pp.  xii  +  369.  $12.50. 

Reviewed  by  Rosario  J.  Tosiello 
Pine  Manor  College 

John  Brooks  has  written  Telephone  to  fill  the  need  for  a  “comprehensive, 
and  objective  history  of  the  telephone,  telephoning  as  a  social  act,  [and] 
the  American  Telephone  and  Telegraph  C^ompany”  (xi).  He  has  only 
partially  succeeded  in  achieving  all  of  these  goals. 

Telephone  is  a  comprehensive  account  ranging  from  the  invention  of 
the  telephone  to  current  business  and  technological  developments.  The 
final  chapter  even  .speculates  about  the  future  of  telephony  and  the  direc¬ 
tion  of  AT&T.  The  author  valiantly  strives  to  pre.sent  an  objective  account 
of  his  subject  even  though  the  book  was  commissioned  by  AT&T  to  com¬ 
memorate  its  centennial.  For  example,  Mr.  Brooks  presents  a  more  sympa¬ 
thetic  account  of  Elisha  C'ay,  a  rival  claimant  to  the  invention  of  the 
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Theodohe  N.  Vail  (1845-1920) 
President,  American  Telephone  ir  Telegraph  Co., 
1885-1887  and  1907-1919 


tcleplioiie,  than  of  Alexander  Graham  Hell,  whose  telephone  patents  made 
possible  the  establishment  of  the  Hell  System. 

Mr.  Hrooks  also  recounts  the  many  private  and  public  challenges  to  the 
Hell  System’s  monopoly.  Although  he  is  often  critical  of  the  Hell  System  as 
a  regulated  monopoly,  he  does  finally  conclude  that  such  a  position  is 
probably  justified.  His  conclusion  is  not  based  upon  an  assessment  of  the 
System’s  morality,  “which,  after  all,  can  scarcely  differ  radically  from  the 
prevailing  morality  of  its  times  and  of  its  million  employees,’’  but  upon  its 
vitality.  AT&T  has  avoided  “hardening  of  the  arteries”  and  therefore  is 
capable  of  being  responsive  to  public  needs  because  of  “the  necessary 
discipline  of  direct,  everyday  contact  with  the  millions  of  people  it 
serves”  (345). 

Hits  and  pieces  relating  to  the  social  side  of  telephony  are  interspersed 
throughout  the  account.  For  example,  Mr.  Hrooks  asserts  that  the  telephone 
created  “a  new  habit  of  mind  —  a  habit  of  tenseness  and  alertness,  of 
demanding  and  expecting  immediate  results,  whether  in  business,  love  or 
other  forms  of  social  intercourse”  (118).  He  also  attributes  the  increased 
use  of  the  telephone  for  abusive,  obscene,  and  threatening  purposes  during 
the  1960s  to  a  reduction  in  party  lines,  and  thus  a  decreased  chance  of 
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detection,  and  a  “disorganization  of  American  society”  (286).  Such  points 
as  these  are  interesting  and  provocative,  but  collectively  they  do  not  con¬ 
stitute  a  social  history  of  telephony. 

The  major  shortcoming  of  this  account  results  from  its  success  in  reduc¬ 
ing  one  hundred  years  of  important  business  and  telephonic  history  into  a 
modest  three  hundred  and  fifty  pages.  Despite  Mr.  Brooks’  e.xaggerated 
claim  of  being  the  only  “outside  writer”  in  modern  times  given  complete 
access  to  company  files,  he  adds  very  little  new  information  to  the  early 
history  of  ATfitT.  The  author  has  chosen  to  rely  upon  published  materials 
(some  of  which  are  biased  and  inaccurate)  rather  than  to  draw  from  the 
extensive  materials  located  in  AT&T’s  archives.  Mr.  Brooks  has  added 
some  information  about  later  periods  of  history  through  his  interviews  with 
Bell  people  and  other  interested  parties. 

In  conclusion.  Telephone  is  a  readable  and  comprehensive  overview  of 
the  telephone’s  first  hundred  years.  It  is  clearly  better  than  most  company- 
inspired  histories.  Telephone  is  probably  the  best  popular  history  of  the 
Bell  System.  Nevertheless,  for  the  serious  student  there  is  still  need  for  a 
more  informative  account  of  AT&T’s  history. 


SYNTONY  AND  SPARK:  THE  ORIGINS  OF  RADIO.  By  Hugh  G. 
J.  Aitken.  New  York,  John  Wiley  &  Sons.  1976.  Pp.  xvi  +  347.  $15.95. 

Reviewed  by  James  E.  Brittain 
Associate  Professor  of  History  of  Science  and  Technology 
Georgia  Institute  of  Technology 

Professor  Hugh  Aitken  has  written  an  interesting  ease  study  of  the  social 
systems  of  science,  technology,  and  the  economy,  and  their  interaction. 
It  is  the  first  volume  in  a  series  on  science,  culture,  and  society  under  the 
general  editorship  of  Bernard  Barber.  As  one  might  have  anticipated  from 
the  author  of  Taylorism  at  Watertown  Arsenal  (reviewed  in  this  journal  in 
1900),  Syntony  and  Spark  provides  a  broad  and  reflective  interpretation. 
It  is  (piite  different  in  style  and  emphasis  from  W.  II.  Maelaurin’s  Invention 
and  Innovation  in  the  Radio  Industry.  The  prospective  reader  should  be 
aware  of  Aitken’s  avocation  as  an  amateur  radio  operator  and  “the  distinc¬ 
tive  east  of  mind  and  thought  it  gives  to  those  who  practice  it”  (x).  Ilis 
careful  analysis  and  description  of  the  technical  features  of  early  radio 
experiments  and  systems  may  prove  tedious  to  historians  who  do  not  share 
his  curiosity  about  such  matters  as  the  dimensions  and  theory  of  early 
antennas.  The  bulk  of  the  interpretive  generalizations  is  in  fact  confined 
to  two  of  the  six  chapters  (entitled  Prologue  and  Epilogue)  intended 
especially  for  scholars  having  a  professional  interest  “in  how  science,  tech¬ 
nology,  and  economies  influence  each  other  and  how  we  should  go  about 
analyzing  their  relationships”  (xi). 

Aitken  effectively  demolishes  the  parasitie  model  of  the  science-tech¬ 
nology  relationship  that  has  provided  an  ideological  basis  for  U.S.  science 
policy  since  World  War  II.  Based  on  his  case  study  of  the  origins  of  radio, 
he  develops  and  analyzes  more  complex  “approximation  models”  that  em¬ 
ploy  concepts  drawn  from  economics  and  feedback  circuit  theory.  For 
example,  he  describes  the  “markets”  that  exist  between  both  science  and 
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technology  and  between  technology  and  the  economy.  He  identifies  nu¬ 
merous  feedback  loops  that  link  the  systems  and  argues  that  both  the  rates 
of  change  and  direction  of  transfer  are  interdependent.  He  admits  ulti¬ 
mately  that  a  “unified  theory”  would  require  a  “more  complete  specifica¬ 
tion  of  the  flows”  and  would  also  have  to  account  for  the  influence  of  other 
social  systems  such  as  government  (329).  For  those  historians  who  may 
doubt  the  sufficiency  of  cliometric  models,  Aitken  suggests  a  “third  approxi¬ 
mation  model”  that  would  “go  beyond  such  a  formal  system  of  transactions 
and  markets  and  recognize  that  we  are  dealing  with  patterns  of  human 
life,  with  the  hopes,  fears,  frustrations,  and  disappointments  of  human 
beings”  (329). 

Aitken  emphasizes  the  vital  importance  of  the  .social  role  played  by 
“translators”  such  as  Heinrich  Hertz,  Oliver  Lodge,  and  Gnglielmo 
Marconi.  Such  individuals  function  at  the  interface  (or  in  feedback  loops) 
between  systems,  and  .seem  necessary  for  effective  transfer  of  knowledge. 
Since  they  are  accustomed  to  ambivalence  and  conflicting  values,  transla¬ 
tors,  Aitken  suggests,  might  be  well  qualified  to  exert  responsible  control 
over  technological  change.  Aitken’s  u.se  of  the  concept  of  syntony  as  a 
unifying  theme  demonstrates  very  effectively  how  insights  from  the  history 
of  ideas  can  be  employed  in  technological  history. 

The  book  has  a  few  historiographic  weaknesses  such  as  an  over-reliance 
on  secondary  sources  and  acceptance  of  an  interpretation  of  the  relation¬ 
ship  between  Maxwell’s  theory  and  Hertz’s  experiments  that  has  been 
altered  .somewhat  by  recent  studies  in  the  history  of  .science.  Despite  this, 
it  is  pherhaps  the  best  monograph  yet  written  on  the  early  history  of  an 
industry  that  has  spawned  a  remarkable  sequence  of  increasingly  .sophisti¬ 
cated  systems  during  the  twentieth  century. 


THE  DUKES  OF  DURHAM,  1865-1929.  By  Robert  F.  Durden.  Dur¬ 
ham,  N.C.  Duke  University  Press,  1975.  Pp.  xiv  +  295.  $9.75. 

Reviewed  by  Bennett  H.  Wall 
Professor  of  History 
Tulane  University 

As  Robert  F.  Durden  states  in  the  preface,  this  volume  is  essentially 
the  .story  of  Washington  Duke  and  two  of  his  sons,  Benjamin  N.  and 
James  Buchanan.  Duke,  bom  in  1820,  operated  a  farm  in  Orange 
County,  North  Carolina,  to  which  he  returned  after  serv'ice  in  the  Con¬ 
federate  Army.  General  Joseph  E.  Johnston  had  just  surrendered  to 
General  William  T.  Sherman  near  Durham  and  it  was  to  that  place  Duke 
took  his  first  load  of  smoking  tobacco  for  sale.  Soon  he  began  to  peddle 
his  brand  of  tobacco  regularly,  “Pro  Bono  Publico,”  in  sacks  made  by 
daughter  Mary.  Sons  Buck  and  Ben  helped  prepare  the  tobacco  for 
sale.  In  a  few  years  his  trading  area  included  a  good  portion  of  North 
Carolina  and  southern  Virginia.  By  1872  the  sales  of  the  home-manu¬ 
factured  tobacco  reached  125,000  pounds. 

The  three  young  Dukes  were  enrolled  for  varying  intervals  in  New 
Garden  School  (later  Guilford  College).  Except  for  mathematics,  the 
curriculum  there  did  not  appeal  to  Buck  who  quickly  dropped  out  to 
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return  to  the  factory.  Half-brother  Brodie  meanwhile  had  located  in 
Durham  and  begun  the  manufacture  of  his  own  brand  of  tobacco.  In 
1874  having  observed  Brodie’s  operation,  Washington  Duke  moved  to 
Durham  and  located  his  factory  next  door  to  that  of  his  son.  From  that 
time  on  the  Duke  family  played  a  major  role  in  the  growing  tobacco 
business  and  in  the  development  of  Durham. 

In  the  1870s  Washington  Duke  began  to  deal  with  jobbers.  Competi¬ 
tion  for  markets  proved  keen,  and  the  Dukes  met  it  with  redoubled  effort. 
Thev  poured  their  profit  into  plant  and  machinery.  In  1878  they  incor¬ 
porated  as  "W.  Duke,  Sons  and  C'ompany”  with  a  new  partner,  George 
W.  Watts. 

W.  Duke,  Sons  and  Company  expanded  rapidly.  In  1880  the  father 
retired  from  the  firm  selling  out  to  Richard  W.  Wright,  a  master  salesman. 
Sons  Buck  and  Ben,  assisted  by  their  partners,  expanded  their  plants, 
increased  production  and  sought  world-wide  outlets  for  their  cigarettes. 
They  gambled  that  the  cigarette  machine  patented  to  James  A.  Bonsack 
would  quickly  replace  hand-rolled  cigarettes.  The  gamble  paid  off.  In 
1890  thev  created  the  American  Tobacco  Companv,  which  became  one 
of  the  major  tobacco  concerns  in  the  world. 

Buck  and  Ben  Duke  learned  the  art  of  industrial  management  and 
promotion  quickly.  They  —  especially  Buck  —  became  renowned  figures 
in  the  competitive  world  of  tobacco  and  of  business  generally.  In  a  gen¬ 
eration  obsessed  with  finding  simple  causes  for  complex  problems,  the 
tobacco  tnist  they  created  drew  much  unfaxorable  attention  in  the  press 
and  from  the  public.  In  1908  the  United  States  Department  of  Justiee 
filed  suit  to  break  up  the  near  monopoly  exereised  by  the  tobaceo  eom- 
bination.  Desp^^e  all  efforts  and  Buck  Duke’s  testimony,  the  government 
won  the  case,  and  in  1911  the  Supreme  Court  ruled  that  the  trust  had 
to  be  dissolved.  Buck  then  unscrambled  the  combination  that  he  and 
Ben  had  enjoyed  putting  together. 

While  the  tobaeco  business  had  engrossed  the  attention  of  the  Dukes 
much  of  the  time  after  1880,  they  helped  to  create  and  finanee  other 
industrial  and  business  ventures  largely  in  the  South.  They  early  became 
interested  in  cotton  mills,  helped  develop  banking  in  Durham,  Greens¬ 
boro,  Raleigh  and  Charlotte,  built  a  short  line  railroad  from  Durham  to  a 
mill  town  then  named  Duke,  and  generally  broadened  their  economic 
investments.  As  early  as  1897  Ben  became  aware  of  the  uses  of  electric 
power,  and  in  the  next  decade  he  and  brother  Buck  began  to  acquire 
numerous  dam  sites  in  North  and  South  Carolina.  In  1915  they  incor¬ 
porated  the  Struthern  Power  Company  in  New  Jersey  and  then  began 
constniction  of  a  power  plant  at  Great  Falls  near  Charlotte.  This  led  to 
the  creation  of  the  Duke  Power  Company  in  1924. 

The  Dukes  came  to  philanthropy  via  the  Methodi.it  Church.  W’ash- 
ington  and  Ben  first  became  interested  in  donating  but  soon  all  of  them 
gave  generously  —  to  Durham,  to  hospitals,  to  church  schools  and  col¬ 
leges,  and  to  their  relatives.  Ben  Duke  became  ill  in  1915  and  ceased 
to  be  active  in  business.  Thereafter,  he  led  the  way  to  major  contribu¬ 
tions  but  Buck  followed.  Given  the  suggestion,  he  plunged  into  the  work 
of  distributing  his  fortune,  and  in  1924  created  The  Duke  Endowment 
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of  $40,000, 000  which  provided  that  32  per  cent  of  the  income  therefrom 
should  go  to  Duke  University. 

Given  the  materials  available,  Robert  Durden  has  done  all  that  anyone 
could  do  with  the  subject  of  the  Dukes.  The  .sources  simply  did  not 
provide  information  adequate  for  him  to  pass  judgment  on  the  Dukes’ 
labor  policies,  solution  of  managerial  problems,  business  methods,  in¬ 
volvement  in  business  struggles  —  activities  and  decisions  of  interest  to 
business  historians.  lie  did  not  set  out  to  chronicle  the  growth  of  the 
tobacco  trust;  in  fact,  after  reading  Durden’s  bibliographical  notes  one  is 
inclined  to  doubt  that  the  story  of  the  tobacco  coiporations  will  ever  be 
fuHv  told. 

Ruck  and  Ben  Duke  may  have  been  swashbuckling  business  pirates 
similar  to  those  portrayed  in  muckrake  volumes  or  they  may  have  been 
clean  living  “WASP”  types  driven  by  the  work  ethic  to  achieve  for  Cod’s 
kingdom.  Sinee  evidence  to  fully  document  either  role  is  lacking,  the 
story  of  the  Dukes  given  the  reader  does  not  contain  the  high  drama  from 
their  lives  that  must  have  been  there,  yet  Durden  used  what  he  had, 
not  what  he  imagined.  His  volume  is  carefully  researched,  scholarly,  en¬ 
gagingly  written,  and  is  a  real  contribution  to  our  information  on  the 
Dukes.  He  related  —  and  well  —  as  much  of  the  Duke  .story  as  his  evi¬ 
dence  permitted.  More  than  that  he  could  not  do. 


WEST  VIRGINIA  AND  THE  CAPTAINS  OF  INDUSTRY.  By  John 
Alexander  Williams.  Morgantown,  West  Virginia,  West  Virginia  Uni¬ 
versity  Foundation,  1976.  Pp.  vii  +  352.  $11.00. 

Reviewed  by  Julian  C.  Skaggs 
Assistant  Professor  of  History 
Widener  College 

W'est  \’irginia  never  quite  lived  up  to  its  apparent  potential.  Its  people 
are  .seen  as  backward,  poor,  and  fierce,  while  the  handsome  countryside 
bears  the  marks  of  ugly  pillage.  John  Alexander  Williams  writes  that 
the  cause  of  all  this  lies  in  the  nature  of  the  resources  of  West  \’irginia 
and  the  nature  of  the  men  who  went  after  them  between  1880  and  1913. 

The  economy  of  post-Civil-War  We.st  Virginia  was  based  on  the  ex¬ 
traction  of  coal,  timber,  and  gas.  The  ri.se  of  these  industries  invited  the 
de\’elopment  of  a  colonial  economy  that  could  serx'e  the  energy  require¬ 
ments  of  metropolitan  areas  beyond  the  borders  of  West  V’irginia.  The 
men  who  controlled  the  resources  after  1880  went  on  to  overthrow  the 
old  political  leadership  that  had  created  the  state  during  the  Civil  War. 

These  new  men,  some  of  them  carpetbaggers,  fonued  a  comprador 
class  that  exploited  the  resources  of  the  state  for  themselves  and  others. 
The  most  important  of  these  compradors  were  Johnson  Camden,  Heniy 
Davis,  Nathan  Scott,  and  Stephen  B.  Elkins.  Coal  and  local  railroads 
bound  all  of  them  together.  Further,  all  were  members  of  the  U.S. 
Senate  at  one  time  or  another  between  1880  and  1913.  Camden  and 
Davis  were  Democrats.  Scott  and  Elkins  were  Republicans.  The  Gordian 
Knot  was  completed  by  Elkin.s’  marriage  to  Davis’  daughter. 

With  this  bundle  of  common  interests,  e.xperiences,  and  kinship  bind- 
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ing  these  men,  it  comes  as  no  surprise  to  find  that  their  political  affilia¬ 
tions  made  little  difference  for  West  Virginia.  Indeed,  Williams  shows 
that  Davis  sabotaged  his  own  Democratic  party  over  the  is.sue  of  a 
tariff  on  coal  and  that  he  encouraged  his  son-in-law  Elkins  to  establish  a 
residence  in  West  Virginia  in  order  to  find  political  advancement  there. 
Elkins  did  so  in  the  mid- 1880s  and  began  to  apply  his  considerable  re¬ 
sources  and  talents  to  reviving  Republican  fortunes  in  that  state.  This, 
combined  with  the  purchase  of  newspapers,  the  issuance  of  free  railroad 
passes,  and  the  wreck  of  the  national  Democratic  party  in  1894,  did  the 
rest.  By  1900  \\'e.st  V'irginia  was  a  Republican  state.  The  state  Demo¬ 
cratic  leaders,  though  defeated,  comforted  themselves  with  the  knowl¬ 
edge  that  they  would  make  a  lot  of  money  with  the  Republicans  in  office. 

To  this  point,  we  have  a  familiar  story  of  artful  buccaneers  bent  on 
legal  pillage  and  political  advancement.  There  is  another  dimension  to 
the  story,  however.  Williams  shows  that  while  Davis,  Elkins,  and  the 
others  attended  to  their  fortunes  and  political  affairs  locally,  they  made 
certain  simultaneous  accommodations  with  the  masters  of  the  metropolitan 
areas  served  by  West  Virginia’s  coal,  oil,  gas,  timber,  and  railroads.  On 
the  face  of  it,  these  arrangements  were  pleasant  and  profitable  enough. 
Camden  made  money  serving  Standard  Oil,  and  Davis  and  Elkins  made 
a  handsome  profit  by  selling  their  railroads  to  the  younger  Gould.  Still, 
a  measure  of  the  power  and  independence  of  the  West  Virginians  had 
been  compromised.  Things  got  worse  later  in  1904  when  the  lobbyists 
from  Standard  Oil  and  the  railroads  massacred  a  moderate  tax-reform 
bill  designed  to  ease  the  state’s  revenue  crisis.  This  bill  had  Elkins’  en¬ 
dorsement  and  he  wondered  why  “our  friends  who  control  the  great 
interests  of  the  state’’  .started  “an  uncalled  for  war?’’  (230). 

That  was  a  good  question,  but  the  author  fails  to  give  any  answers 
beyond  the  observation  that  “perhaps  the  persuaders  got  out  of  hand” 
(231).  An  issue  that  begs  for  clarification  is  left  dangling.  It  appears 
that  West  Virginia’s  captains  were  merely  lieutenants. 

There  are  other  difficulties  in  the  work  that  require  comment.  The 
book  bears  the  marks  of  a  dissertation  rushed  into  print.  It  is  badly  or¬ 
ganized.  The  author  repeatedly  introduees  material  that  is  to  be  “more 
fully  discussed  later”  (25).  Dreadful  colloquialisms  assault  the  reader; 
patronage  jobs  are  ealled  “goodies”  (215),  Elkins  manages  to  “keep  his 
cool”  (240),  and  a  state  revenue  bill  is  the  cause  of  a  “hassle”  (213). 
The  work  is  discursive  and  its  syntax  often  ambiguous;  it  wants  sharper 
focus  and  compression.  Mr.  Williams’  editors  have  not  served  him  well. 

O  0  o 
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WESTERN  RIVER  TRANSPORTATION:  THE  ERA  OF  EARLY 
INTERNAL  DEVELOPMENT,  1810-1860.  By  Erik  F.  Haites.  James 
Mak,  and  Gary  M.  Walton.  Baltimore,  Johns  Hopkins  University  Press, 
1975.  Pp.  xi  +  209.  $12.50. 

Reviewed  by  Fred  V.  Carstensen 
Assistant  Professor  of  History 
University  of  Virginia 

Economic  historians  have  long  recognized  that  economic  development 
was  closely  dependent  upon  effective  market  areas  for  goods,  and  effectiv'e 
market  areas  often  depended  on  the  cost  of  moving  those  goods.  Thus 
reductions  in  transportation  costs  played  a  central  role  in  the  pace  and 
pattern  of  economic  growth.  The  latest  breed  of  economic  historian  has 
striven  to  bring  the  tools  of  economic  analysis  together  with  the  tradi¬ 
tional  tool  of  quantification  to  assess  explicitly  the  scope  and  impact  of 
those  cost  reductions.  Erik  F.  Haites,  James  Mak,  and  Gary  M.  Walton 
consciously  set  out  to  provide  a  study  of  antebellum  river  transportation 
parallel  to  recent  econometric  studies  of  railroads  and  canals.  They  also 
acknowledge  that  their  short  (123  pages  plus  appendices)  and  narrowly 
conceived  study  ser\'es  largely  to  amplify,  not  to  revise,  Louis  Hunter’s 
superb  Steamboats  on  Western  Rivers;  the  book,  which  has  appeared 
with  only  slight  differences  as  articles,  is  a  valuable  amplification. 

Mustering  all  the  quantitative  data  they  can  —  unfortunately,  that  data 
is  limited  primarily  to  the  Louisville-New  Orleans  trunk  route  —  the  au¬ 
thors  provide  detailed,  restrained  analysis  of  the  costs  of  construction  and 
operation  of  flatboats,  keelboats,  and  steamboats,  a  careful  considera¬ 
tion  of  revenues,  profitability,  and  productivities,  and  an  evaluation  of 
the  pattern  of  utilization  of  each  mode  of  river  transportation.  This  col¬ 
lection  and  evaluation  of  data  is  in  itself  an  important  contribution.  The 
study  also  provides  an  interesting  dissection  of  the  interdependencies  and 
complementarities  between  old  and  new  technologies:  e.g.,  keelboats 
moving  back  into  tributary  rivers  to  serve  as  feeders,  thereby  effectively 
extending  the  range  of  riverboat  services;  steamboats  making  flatboats 
more  efficient  and  competitive  by  providing  quick,  relatively  cheap  up¬ 
stream  passage  for  flatboat  crews.  The  valuable  identification  of  the 
gradual,  continuing  improvement  in  both  flatboat  and  steamboat  tech¬ 
nology  throughout  the  period  reminds  us  that  technological  change  is 
not  confined  to  new  industries  and  rarely  appears  as  a  sharp  discontinuity, 
an  observation  reinforced  by  the  study’s  conclusion  that  steamboating 
was  expanding  —  not  contracting  —  through  1860  and  well  beyond. 
More  generally,  the  analysis  of  the  dominant  role  of  steamboats  in  ante¬ 
bellum  western  development  reminds  us  that  it  was  the  application  of 
steam  power,  whether  on  land  or  water,  that  had  the  greatest  impact  on 
transforming  the  nineteenth-century  American  economic  landscape. 

But  this  study  is  not  without  its  weaknesses.  The  very  narrowness  of 
conception  led  to  an  almost  exclusive  concentration  on  the  most  easily 
available  and  analyzed  data  —  that  on  riverboat  operation  —  even  thougb 
those  very  data  suggest  that  much  cost  reduction  came  as  a  result  of 
commercial  and  organizational  changes,  changes  that  remained  largely 
unidentified.  Though  the  authors  recognize  the  complementarities  be- 
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tween  old  and  new  riverboat  technologies,  they  mention  only  once,  and 
then  in  passing,  the  possible  complementarities  between  river  and  rail. 
Yet  Lass  (whom  they  cite)  and  Merk  (whom  they  do  not  cite)  both  dis¬ 
cuss  in  detail  how  that  very  complementarity  transfonned  Missouri  and 
Upper  Mississippi  riverboating  before  the  Civil  War,  making  the  river- 
boat  system  a  feeder  network  for  the  railroads.  Most  dramatically,  they 
concentrate  almost  e.xclusively  on  downriver  traffic  as  the  measure  for 
the  growth  and  impact  of  riverboating  and  for  comparison  with  the  north¬ 
ern  and  northeastern  gateways.  Though  it  is  obvious  that,  between  1840 
and  1860,  it  was  the  bulk  of  downstream  cargoes  that  .set  the  market  for 
riverboat  capacity,  it  is  not  sufficient  then  to  a.ssume  that  this  was  the 
sole  cause  of  the  crisis  in  utilization  of  upriver  capacity.  The  upstream 
traffic  in  merchandise  and  people  may  have  been  diminished  relatively 
and  absolutely  by  the  improving  water  and  rail  connections  through  the 
nortlKM'u  gateway.  Indeed,  it  is  precisely  the.se  parts  of  the  traffic  that 
we  would  expect,  a  priori,  to  be  taken  by  that  alternative  route.  And  if  it 
is  true  that  proilucers  produce  in  order  to  consume,  the  pattern  of  traffic 
in  tlu-sc  imports  is  fully  as  important  as  the  pattern  of  traffic  in  exports. 
By  failing  to  broaden  the  analysis  to  include  consideration  of  the  com¬ 
mercial  and  organization  changes  associated  with  riverboating,  by  ne¬ 
glecting  the  complementarities  between  river  and  rail,  and  bv  excluding 
evaluation  of  the  pattern  of  movement  of  goods  and  people  upstream,  the 
authors  turn  their  study  into  an  invitation  to  others  to  consider  more 
fully  the  business  of  antebellum  transportation  and  its  role  in  the  eco¬ 
nomic  development  of  the  antebellum  trans-Appalachian  west. 

o  o  o 

OIL  AND  POLITICS  IN  MODERN  BRAZIL.  By  Peter  Seaborn  Smith. 
Toronto,  Macmillan  Company  of  Canada,  Ltd.,  1976.  Pp.  xii  -f  289.  $19.95. 

Reviewed  by  Mira  Wilkins 
Professor  of  Economics 
Florida  International  University 

As  I  start  to  review  this  vohnne  in  July  1976,  Brazil  seeks  foreign 
companies  to  explore  for  oil.  If  arrangements  arc  made,  they  will  rever.se 
a  persistent  long  term  opposite  policy:  no  international  oil  company  has 
ever  had  success  in  exploring  for  and  finding  oil  in  Brazil.  Peter  Seaborn 
Smith’s  book  considers  the  evolution  of  Brazilian  policies  toward  oil 
exploration  and  production.  Using  mainly  Brazilian  sources,  principally 
new.spapers.  Smith  is  concerned  with  Brazilian  public  opinion  and  its 
influence  on  national  oil  policies. 

The  author  lacks  knowledge  of  the  international  oil  industry.  This 
results  in  some  bizarre  statements.  The  Preface,  for  example,  contains 
the  following  generalization:  “State  oil  companies  in  the  non-Communist 
world,  with  the  exception  of  Brazil,  have  been  afterthoughts,  coming  into 
being  only  after  a  national  oil  industry  —  or  simply  oil  production  —  had 
been  firmly  establi.shed  by  private  company  effort.”  This  all  encompa.ssing 
declaration  fails  completely  to  describe  such  individual  state  oil  enter¬ 
prises  as  Argentina’s  YPF  (the  predecessor  of  which  found  the  first  oil  in 
Argentina),  or  Italy’s  ENI  (the  predecessor  of  which  started  in  marketing 
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oil),  or  France’s  CFP  (with  a  different  history).  The  book  is  also  deficient 
in  its  account  of  the  foreign  impact  on  the  Brazilian  industry.  Smith 
appears  to  know  little  of  the  interest  of  U.S.  oil  compaines  in  e.xploring 
in  Brazil  after  World  War  I,  and  the  little  he  knows  he  fails  to  integrate 
effectively  with  other  available  information.  The  author  makes  no  men¬ 
tion  of  Brazil’s  foreign  exchange  problems  of  the  1930s  that  made  Brazil¬ 
ians  extremely  eager  to  find  oil,  nor  is  there  mention  of  the  East  Texas 
oil  fields  and  the  low  oil  prices  of  that  decade  that  discouraged  foreign 
companies  from  developing  new  oil  fields. 

The  business  historian  will  he  disappointed  that  Smith  did  not  have 
access  to  the  records  of  Brazil’s  national  oil  company,  Petrohras.  Often 
Smith  reports  “rumors,”  but  neglects  to  tell  the  reader  whether  the  rumors 
were  founded  in  fact,  (for  example,  there  is  the  rumor  that  a  Rio  refinery 
would  have  Socony- Vacuum  Oil  Company  financing  but  no  indication  of 
its  truth  [79]).  In  fairness,  for  Smith’s  purposes,  rumors,  to  the  extent 
that  they  may  influence  policy,  become  of  crucial  importance.  The  busi¬ 
ness  historian  wants,  however,  to  know  more. 

An  additional  weakness  seems  to  lie  in  Smith’s  analysis  of  Brazilian 
business  interest  groups.  Several  times  Smith  points  out  that  a  new 
nationalistic  business  elite  arose  in  Brazil  to  compete  for  power  with  the 
older  internationally-inclined  export  oriented  business  sector.  The  tradi¬ 
tional  businessmen  were  said  to  be  opposed  to  the  nationalism  of  Petro- 
bras,  since  it  would  further  entrench  the  new  industry  oriented  business 
elite  (82,  93,  98,  and  168).  This  analysis  seems  insufficient,  for  it  ignores 
the  oft-noted  phenomenon  of  the  Sao  Paulo  business  hierarchy  drawing 
its  origins  from  the  large  coffee  plantation  owners.  I  would  like  to  see 
more  about  who  owned  the  private  Brazilian  oil  refineries  (how  did 
Uruguayan  and  Argentine  Interests  get  involved  when,  by  law,  refining  was 
to  be  confined  to  Brazilians?),  more  about  what  nationalism  meant  to  spe¬ 
cific  Brazilian  businessmen,  more  about  the  relationship  between  the  mili¬ 
tary’s  nationalism  and  the  business  community,  and  more  about  the  extent 
to  which  Smith’s  implied  dichotomy  in  business  interests  actually  influenced 
policy.  The  relation  of  the  new  industrial  elite  to  Petrohras  is  shadowy,  to 
say  the  least.  At  one  point.  Smith  actually  seems  to  use  the  phrases  “new 
business  elite”  and  “the  Brazilian  populace”  as  synonymous  (168).  Surely, 
he  cannot  mean  this. 

The  book  has  strengths,  as  well  as  these  weaknesses.  Smith  provides 
materials  not  otherwise  available  in  English  on  Brazilian  oil  history.  He  is 
fine  when  he  deals  with  Brazilian  rebuffs  to  Standard  Oil  (N.J.)’s  three 
offers  of  1940  1942  to  participate  in  joint-ventures  in  Brazilian  oil  produc¬ 
tion.  I  like  what  he  writes  on  interest  groups  in  1943-1950,  and  his  treat¬ 
ment  of  Vargas’  policies  1950-1954  is  fascinating.  On  Petrohras  itself,  he 
has  many  insights,  from  the  effects  of  numerous  presidents  to  the  effects 
of  the  assumption  that  Brazil  had  abundant  oil.  Smith  does  recognize  the 
crucial  role  of  the  military  in  Brazilian  oil  history.  He  also  understands  the 
deep  emotional  reaction  in  Brazil  to  “the  trusts.” 

The  publisher  of  this  volume  is  to  be  praised  for  allowing  the  inclusion  of 
excellent  maps  and  a  useful  glossary  of  special  terms  and  abbreviations. 

o  o  o 
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IVORY  AND  SLAVES  IN  EAST  CENTRAL  AFRICA.  By  Edward  A. 
Alpers.  Berkeley,  University  of  California  Press,  1975.  Pp  xvii  +  296. 
$13.50. 

Reviewed  by  B.  Marie  Perinbam 
Associate  Professor  of  History 
University  of  Maryland,  College  Park 

During  the  1960s,  the  co-called  “development  decade,”  some  economic 
planners  argued  for  the  application  of  modified  models  of  Western  Euro¬ 
pean  economic  development  to  Third  World  phenomena.  Assessing  the 
historical  role  of  mercantile,  financial,  and  industrial  capitalism  in  Western 
economies,  they  believed  that  similar  forms  of  economic  development 
could  be  replicated  elsewhere.  Exponents  of  this  view  included  economists 
such  as  Walt  W.  Rostow. 

Since  the  1960s,  however,  the  widening  gap  between  economic  expecta¬ 
tions  and  realities  has  caused  others  to  reject  these  earlier  assumptions. 
Instead,  these  critics  argue  that  when  production  modes  and  distribution 
bec-ome  integrated  into  dominant  external  capitalist  market  economies, 
underdevelopment  accrues,  because  causally  related  dependency  linkages 
develop  that  are  structural  in  nature.  Moreover,  this  dependency  affects 
Third  World  decision  makers,  whose  function  in  relation  to  their  own 
economies  is  restricted  by  decisions  made  elsewhere,  usually  by  the 
organizers  of  the  external  economy  on  which  their  own  has  become 
dependent.  Finally,  critics  of  the  applicability  of  Western  developmental 
models  to  the  Third  World  argue  that  a  structural  correlation  exists  between 
economic  linkages  and  leakages;  and  that  the  stnictural  conduits  by  which 
external  capital  goods,  technologies,  and  other  capital  investments  link 
dependent  economies  with  external  dominant  economies  are  the  same  or 
similar  to  those  that  leak,  or  drain  labor  value  to  the  benefit  of  the  domi¬ 
nant  economy.  The  final  result  is  that  dependent  economies  enter  into  the 
dynamic  process  of  underdevelopment.  Exponents  of  variations  of  this 
view  include  Johan  Galtung,  Samir  Amin,  and  Arghiri  Emmanuel. 

Edward  A.  Aiper’s  book  examines  selected  historical  dimensions  of  the 
underdevelopment  process  in  East  Central  Africa  from  the  late  fifteenth 
to  the  nineteenth  centuries.  Throughout  he  demonstrates,  as  indeed  he  does 
elsewhere  (e.g.,  “Re-thinking  African  Economic  History:  A  Contribution 
to  the  Discussion  of  the  Roots  of  Underdevelopment,”  Ufahamu,  111,  3 
[1973],  97-129),  that  the  changing  patterns  of  international  trade  in  East 
Central  Africa  during  these  centuries,  including  the  initiatives  taken  by 
Africans  themselves,  have  contributed  to  contemporary  problems  of  under¬ 
development  (xvi).  Moreover,  demonstrating  the  historical  roots  of  un¬ 
equal  exchange  (a  facet  of  underdevelopment) ,  he  argues  that  while  slaves 
and  ivory  fetched  high  prices  in  Indian,  European,  and  American  markets, 
“no  mutually  advantageous  exchange”  existed,  and  above  all,  there  was 
“no  compensatory  exchange  or  technology  for  the  .  .  .  depletion  of  the 
African  working  force”  (266).  Instead,  the  multiplier  effects  concentrated 
“more  wealth  in  the  hands  of  fewer  people,”  resulting  in  conflicting  political 
and  social  ramifications. 

Skillfully  integrating  this  thesis  into  a  complex  socio-political  analysis, 
Alpers  concludes  that  the  emphasis  on  international  trade  produced  un- 
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desirable  social  and  economic  conscfinences.  For  example,  as  men  of  the 
Yao  etlmic  group  accumulated  surpluses  in  the  “purely  extractive  economic 
activities  for  the  luxury  trade  in  ivory  of  the  Eastern  and  .  .  .  Western 
worlds,”  their  economic  values  mistakenly  identified  economic  growth  with 
economic  development.  Conseciuently,  truly  productive  aspects  of  the 
economy',  such  as  manufacturing  and  agriculture  either  were  neglected,  or 
in  the  case  of  the  latter,  were  left  largely  in  the  hands  of  women  who 
became  the  producers  of  real  wealth  (30).  This  uneven  development 
“disastrously'  skewed”  Yao  economies,  and  set  them  on  an  underdevelopment 
course  (31).  Finally,  Alpers  makes  the  much  neglected  observation  that 
Europeans  were  not  alone  in  contributing  to  East  Central  Africa  pre- 
eolonial  underdevelopment,  but  that  Arab,  Indian,  and  American  com¬ 
mercial  endeavors  also  played  a  part. 

These  significant  observations  notwithstanding,  we  would  have  appreci¬ 
ated  insights  into  reasons  why  the  businesslike,  profit  oriented  Yao  .should 
have  been  such  poor  economic  planners.  Apart  from  obvious  external 
pressures,  can  this  loss  of  control  over  the  international  trade  also  be  linked 
to  limited  domestic  markets?  W'as  capital  accumulation  too  small  to  make 
a  significant  impact  on  domestic  economies?  To  what  extent  did  internal 
political  factors  intervene?  Alpers  may  have  lacked  data  to  develop  these 
issues  satisfactorily.  Yet  his  evidence  implicitly  raises  them.  In  any  event, 
this  is  a  sound  book  written  by  a  serious  scholar  whose  research  has  taken 
him  not  only  to  Portuguese,  French,  British,  Italian,  Spani.sh,  and  Indian 
archives,  but  also  to  field  work  in  Africa.  With  caution,  gcKxl  judgment, 
and  criticism  of  difficult  sources,  Alpers  has  constructed  a  valid  thesis.  His 
book  is  a  significant  contribution  to  the  pre-colonial  history  of  East  Central 
Africa.  In  addition  to  being  good  history,  it  indirectly  contributes  to  our 
understanding  of  why  the  “development  decade”  fell  short  of  its 
expectations. 


BIBLIOGRAPHY  OF  INDUSTRIAL  RELATIONS  IN  THE  RAIL¬ 
ROAD  INDUSTRY.  By  James  O.  Morris.  Ithaca,  New  York.  New  York 
State  School  of  Industrial  and  Labor  Relations,  Cornell  University,  1975. 
Pp.  xvi  +  153.  $5.00. 

Reviewed  by  Donovan  L.  Hofsommer 
Associate  Professor  of  History 
Wayland  College 

During  the  past  several  years,  the  Labor-Management  Documentation 
Center  of  the  New  York  State  School  of  Industrial  Relations  at  Cornell 
University  has  been  engaged  in  an  ambitious  attempt  to  build  there  an 
excellent  collection  of  documents  and  records  on  railroad  industrial  rela¬ 
tions.  Initial  success  has  been  impressive.  Rail  unions  have  enthusiastically 
contributed  to  these  holdings,  as  have  certain  of  the  carriers,  and  a  variety 
of  individuals.  All  this  is  reflected  in  the  ILR  School’s  new  Bibliography  of 
Industrial  Relations  in  the  Railroad  Industry. 

The  stated  purpose  of  the  bibliography  is  “to  identify  all  quality  materials 
of  a  nonfictional  nature,  published  or  unpublished,  relating  to  industrial 
relations  in  the  railroad  industry  (xi).”  The  listings  are  divided  into 
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specific  categories,  and  the  citations  —  except  those  of  a  general  nature  — 
are  presented  chronologically  according  to  date  of  publication.  Not  sur¬ 
prisingly,  the  sections  dealing  with  the  labor  force,  working  conditions, 
unions  and  workers,  labor  legislations,  and  retirement /pn)tective  programs 
are  especially  noteworthy.  Disappointingly  shallow,  however,  are  the  sec¬ 
tions  on  bibliographies,  manuscript  collections,  and  general  works  in  rail¬ 
road  history.  And  one  might  (luestion  the  decision  to  omit  listings  of  fiction 
since  there  is  a  relatively  large  body  of  it  from  the  early  part  of  this  century 
that  reflects  well  both  the  altitudes  of  railroaders  and  the  circumstances 
of  their  working  conditions.  Finally',  an  author  index  —  not  included  — 
would  ha\  e  been  very  helpful. 

None  of  this  is  to  say'  that  the  bibliography  lacks  value.  Indeed,  the 
opposite  is  true.  Perhaps  the  ILH  School  will  eventually  bring  out  a  .second 
and  e\en  more  \aluable  edition.  Meanwhile,  this  one  should  be  on  the 
shelves  of  all  reference  libraries,  most  college  and  university  libraries,  and 
is  a  must  for  any  diligent  student  of  railroad  or  labor  history.  An  added 
bonus  is  the  pleasantly  low  purchase  price:  only  $5.00. 

o  o  o 

THE  ORIGINS  OF  THE  NATIONAL  RECOVERY  ADMINISTRA¬ 
TION:  BUSINESS,  GOVERNMENT,  AND  THE  TRADE  ASSOCIA¬ 
TION  ISSUE,  1921-1933.  By  Robert  F.  Himmelberg.  New  York, 
Fordham  University  Press,  1976.  Pp.  vii  +  232.  $20.00,  cloth;  $7.50,  paper. 

Reviewed  by  Robert  M.  Collins 
Assistant  Professor  of  History 
North  Carolina  State  University 

Complexity'  has  replaced  conflict  and  consensus  as  the  major  theme  in 
recent  American  historical  writing,  and  this  book  on  business-government 
relations  is  proof  that  the  new'  emphasis  makes  for  superior  history.  Robert 
F.  Himmelberg  argues  convincingly  that  the  New  Deal’s  National  Recov¬ 
ery  Administration  was  not  an  aberrant  response  to  the  (ireat  Depression, 
but  rather  “the  culmination  of  a  movement  to  turn  public  policy  toward 
favoring  cooperative  market  controls  w’hich  dated  back  to  the  postwar 
push  for  antitrust  liberalization”  (219). 

In  tracing  the  ebb  and  flow'  of  business  agitation  for  revision  of  the 
antitrust  law's,  the  author  makes  it  clear  that  the  popular  myth  of  business 
domination  of  a  passive  federal  government  during  the  twenties  requires 
careful  ciualification.  The  intensity  of  business  demands  for  the  relaxation 
of  antitrust  constraints  and  the  response  of  the  government  to  such  pre.s- 
sures  depended  on  a  number  of  variables,  including  the  attitudes  and 
ambitions  of  public  officials,  the  climate  of  popular  opinion,  and  the  gen¬ 
eral  condition  of  the  economy.  The  trade  association  movement,  for 
example,  w'as  placed  on  the  defensive  by  the  strict  enforcement  practices 
of  the  Harding  regime.  When  the  politically  ambitious  Attorney  General 
Harry  Daugherty  responded  to  public  concern  about  price-fixing  by  plac¬ 
ing  severe  limits  on  the  statistical  c.xchange  programs  then  common,  busi¬ 
ness  spokesmen  muted  their  demands  for  radical  antitrust  revision  and 
concentrated  instead  on  defending  established  prerogatives. 

The  driv'e  to  emasculate  traditional  anti-cartel  policy  began  anew  under 
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the  friendlier  Coolidge  administration.  Final  impetus  was  provided  by 
the  onset  of  the  Depression  and  the  unwillingness  of  Hoover  —  for  polit¬ 
ical  and  ideological  reasons  —  to  countenance  wholesale  violation  of  the 
existing  antitrust  laws.  The  study  concludes  with  a  thorough  and  sophisti¬ 
cated  examination  of  the  National  Industrial  Recovery  Act  itself,  an 
analysis  that  emphasizes  the  pre  eminent,  but  not  exclusive,  influence  of 
business  opinion  on  the  drafting  of  the  NRA’s  legislative  charter. 

Himmelberg’s  strength  is  his  ability  to  recognize  and  convey  complexity 
while  still  managing  to  render  it  comprehensible.  He  refuses  to  treat  either 
government  or  business  as  monolithic.  Public  agencies  .such  as  the  Federal 
Trade  Commission  and  the  Departments  of  Commerce  and  Justice  often 
disagreed  as  to  the  proper  role  of  trade  associations  in  a  competitive  econ¬ 
omy.  The  author’s  analysis  of  these  differences  adds  new  dimensions  to 
the  traditional  government-business  dualism. 

Divisions  in  the  public  realm  were  matched  by  splits  within  the  ranks 
of  business.  Many  businessmen  were  slow  to  rally  to  the  cause  of  antitrust 
revision.  Making  full  and  imaginative  use  of  what  little  quantifiable  evi¬ 
dence  is  available,  Himmelberg  contends  that  the  leadership  of  the  revision¬ 
ist  movement  came  largely  from  those  segments  of  business  that  enjoyed 
relatively  low  profit  rates  during  the  twenties.  Manufacturers  of  pro¬ 
ducers’  and  undifferentiated  consumers’  goods  were  particularly  vocal,  as 
were  representatives  of  the  natural  resource  industries.  Caught  in  a  “prof¬ 
itless  prosperity”  (76),  these  older,  basic  industries  sought  radical  solu¬ 
tions  to  their  economic  problems  long  before  the  Depression  caused  such 
sentiment  to  become  widespread  in  the  business  community. 

Having  illuminated  this  underlying  pattern  of  business  behavior,  the 
author  explicitly  denies  the  older,  simpler  view  that  opinion  on  the  ques¬ 
tion  of  antitrust  revision  was  determined  primarily  by  firm  size  and  that 
the  Recovery  Act  represented  a  victory  of  big  business  over  small.  His 
argument  on  this  point  is  weakened,  however,  by  his  failure  to  apply  basic 
organizational  theory  in  his  analysis  of  trade  association  behavior.  His  dis¬ 
cussion  of  the  revisionist  leadership,  for  example,  assumes  that  trade 
association  spokesmen  were  democratic  representatives  of  their  industries 
as  a  whole  and  that  they  acted  in  the  interest  of  all  the  firms  in  their  con¬ 
stituency.  In  light  of  David  Truman’s  findings  regarding  the  role  of  “active 
minorities”  in  interest  groups  (see  The  Governmental  Process),  it  would 
seem  more  reasonable  to  assume  that  the  policies  of  such  trade  associations 
were  in  fact  determined  by  a  small  segment  of  the  industry  involved,  quite 
probably  a  minority  of  relatively  large  firms.  Thus,  the  big  business-small 
busine.ss  dichotomy  may  still  lurk  in  the  dark  recesses  of  Himmelberg’s 
“profitless  prosperity”  model. 

Such  faults  notwithstanding,  this  book  is  a  singularly  important  contri¬ 
bution  to  our  understanding  of  the  intricacies  of  business-government 
interaction.  It  continues  the  by  now  largely  successful  assault  on  the  con¬ 
cept  of  the  New  Deal  as  a  revolutionary  re.sponse  to  radically  new  prob¬ 
lems,  and  emphasizes  in  telling  fashion  the  significance  of  the  1920s  in  the 
development  of  the  modern  American  political  economy. 

O  »  « 
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ETHICS  AND  PROFITS:  THE  CRISIS  OF  CONFIDENCE  IN 
AMERICAN  BUSINESS.  By  Leonard  Silk  and  David  Vogel.  New  York, 
Simon  and  Schuster,  1976.  Pp.  251.  $8.95. 

Reviewed  by  George  C.  Lodge 
Professor  of  Business  Administration 
Harvard  Business  School 

This  hook  is  a  dialogue  between  American  corporate  leaders  and  their 
critics  in  the  universities,  the  press,  and  the  pages  of  history.  It  is  a  brilliant, 
deft,  and  balanced  portrayal  of  the  confusion,  doubt,  and  anxiety  that  per¬ 
vades  the  relationship  between  great  publicly-held  corporations  and  the 
society  that  they  ser\e  and  affect.  It  exposes  the  ideological  schizophrenia 
of  business  leaders,  holding  before  them  a  mirror  made  of  their  own  words. 
Clear  and  gripping,  it  is  the  best  of  a  number  of  recent  similar  efforts  to 
clarify  the  uncertainty  that  beclouds  business-community  relations. 

Leonard  Silk  is  an  economist  and  a  member  of  the  editorial  board  of 
The  New  York  Times;  David  \^)gel  is  a  Professor  at  the  University  of 
California,  Berkeley.  Together  they  interviewed  360  executives,  represent¬ 
ing  what  they  assure  us  is  “a  fair  cross-section”  of  the  country’s  business 
leaders  at  a  series  of  off-the-record  meetings  arranged  by  The  Conference 
Board.  The  book  consists  of  ({notations  from  these  interviews  interspersed 
with  commentary  by  the  authors,  who  summon  the  help  of  an  interesting 
collection  of  historians  and  philosophers,  past  and  p>’esent.  One  might  sup¬ 
pose  that  such  a  technique  would  make  for  a  dull  and  diffuse  book.  Not  so. 
The  authors  know  very  clearly  where  they  are  going  at  all  times;  the  story 
is  tight  and  clear;  and  the  reader  is  carried  quickly  —  almost  breathlessly 
—  through  the  pages. 

What  emerges  is  a  poignant  and  in  .some  ways  tragic  portrait  of  the 
.American  big  busine.ssman  in  1976:  offended,  hostile,  suspicious,  and  often 
guilt-ridden,  he  neither  trusts  nor  feels  trusted.  Isolated,  he  desperately 
wants  communication.  Crying  out  for  order,  he  fears  nothing  more  than 
the  government  action  order  re({uires.  W'orried  about  freedom,  he  is  deeply 
suspicious  of  popular  democracy.  As  he  wanis  against  the  inflationary  ef¬ 
fects  of  “rising  entitlements,”  he  admits,  “we  (businessmen)  have  prom¬ 
ised  too  much  in  our  enthusiasm.”  Extolling  the  virtues  of  consumer  desire 
in  the  market  place  as  a  good  and  sufficient  control  upon  the  uses  of  prop¬ 
erty,  he  warns  “we  ha\  e  to  get  away  from  an  economy  of  endless  consump¬ 
tion.”  Recognizing  competition  as  a  virtue,  he  seeks  to  avoid  the  application 
of  the  antitrust  laws  in  the  name  of  greater  community  needs  of  efficiency, 
economies  of  scale,  and  profit  for  investment. 

The  {lower  of  the  authors’  techni({ue  is  evident  in  the  following  quota¬ 
tions  of  business  leaders  discussing  corporate  legitimacy  and  purpose: 

—  What  we  have  is  a  business  civilization.  We  must  communicate  this 
fact. 

—  We  are  the  free  enterprise  system.  We  should  be  proud  of  it  and 
defend  it. 

—  We  are  like  the  head  of  a  household,  and  the  public  sector  is  like  our 
wife  and  children.  They  can  consume  only  what  we  produce. 

—  The  corporation  is  a  creature  of  .society.  .  .  .  We  are  hired  guns.  It  is 
simply  a  matter  of  someone  pointing  us  in  the  right  direction. 
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—  We  pay  the  government  well.  It  should  do  its  job  and  leave  us  alone 
to  do  ours. 

—  We  find  ourselves  in  an  adversary  relationship  with  the  hureaueraey. 
We  must  find  a  way  of  making  government  a  partner  with  business. 

—  The  issue  is  not  corporate  involvement  in  social  change,  but  preserv¬ 
ing  our  atitonomy. 

—  The  main  social  responsibility  of  business  is  to  insure  the  survival  of 
the  free  enterprise  system. 

The  businessmen  in  this  book  beg  for  understanding,  blaming  the  press 
and  professors  for  twisting  young  minds  away  from  the  truths  of  free  enter¬ 
prise.  Uiuiuestionably  their  organizations  are,  as  the  authors  make  clear, 
the  lifeblood  of  the  American  economy  and  society.  Without  them  our 
country  would  be  quite  literally  dead:  lacking  heat,  light,  food,  clothes, 
transportation,  or  communications.  And  yet  for  all  their  importance,  the 
authors  point  out,  these  men  have  in  many  ways  less  power  than  their 
critics  assume.  They  are  only  part  of  a  system,  caught  between  forces  be¬ 
yond  their  reach  with  which  they  seem  to  be  engaged  in  some  odd  sort  of 
“cold  war,”  their  legitimacy  deteriorating  as  they  sing  the  old  hymns 
louder  and  louder. 

W'ith  insight,  sympathy,  and  understanding  the  authors  have  put  the 
strange  problem  before  us,  suggesting  some  w’ays  to  solution:  (1)  Facing 
facts,  i.e..  General  Motors,  IBM  and  the  rest  —  whatever  they  might  have 
been  at  their  beginning  —  are  not  now  “private”  enterprise.  They  are 
public  undertakings  vitally  tied  to  the  public  interest  in  service  of  public 
needs.  The  old  ideology  doesn’t  fit  the  new  models;  business  must  preach 
what  it  practices.  The  authors  call  for  ideological  renovation  in  the  name 
of  the  new  reality.  (2)  Clarifying  roles.  Business  has  a  job  to  do;  so  does 
government.  Business’  suggestion  that  it  can  do  government’s  is  as  much  a 
suggestion  of  anarchy  as  the  persistent  distrust  of  our  democratic  institu¬ 
tions  is  an  invitation  to  authoritarianism.  (3)  There  is  no  substitute  for 
integrity.  In  the  last  analysis  the  problems  of  our  society  —  business  and 
government  —  will  be  solved  only  by  men  and  women  of  character  and 
honesty  who  place  the  good  of  the  a)mmunity  above  their  personal 
interests. 

O  O  « 

THE  EUROPEAN  MULTINATIONALS:  A  RENEWED  CHAL¬ 
LENGE  TO  AMERICAN  AND  BRITISH  BIG  BUSINESS.  By  Law¬ 
rence  G.  Franko.  Stamford,  Conn.,  Greylock  Publishers,  1976.  Pp.  xii  + 
276.  $14.95. 

Reviewed  by  Mira  Wilkins 
Professor  of  Economics 
Florida  International  University 

Lawrence  Franko  has  a  DBA  in  international  business  from  Harvard 
Business  School.  He  is  not  an  historian.  These  two  sentences  probably 
account  for  both  the  value  and  the  limitations  of  his  historical  writing. 
Franko  begins  with  the  present:  eighty-two  of  the  largest  eighty-five  Con¬ 
tinental  European  industrial  enterprises  had  in  1971  at  least  one  foreign 
manufacturing  subsidiary.  What  is  the  history  of  the  international  business 
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of  these  companies?  Automatically,  this  approach  precludes  consideration 
of  the  history  of  European  foreign  investments  in  railroads,  of  direct  foreign 
investments  of  the  Rothschilds  and  the  Nobels,  or  of  the  Deutsche  Bank’s 
vast  pre-World  War  I  multinational  expansion.  Thus  this  book  does  not 
give  us  a  history  of  European  business  abroad,  but  rather  a  history  of 
prcscnt-cUiy  European  international  business.  The  distinction  tempers  all 
of  Franko’s  generalizations.  Aecordingly,  the  statement  that  “the  Con¬ 
tinentals  were  late-comers  to  [foreign  investments  in]  the  resource-based 
industries  outside  of  iron-ore  and  aluminum”  neglects,  for  example,  the 
substantial  pre-World  War  I  European  interests  in  Russian  oil. 

Expansion  of  European  multinationals  was  ba.sed,  Franko  believes,  on 
European  technologieal  advances,  which  differed  from  those  of  Americans: 
“American  innovations  were  typically  skewed  towards  goods  and  processes 
that  had  appeal  to  the  uniriue  high-ineomc  labor -short  American  market;” 
European  iuirovations  that  were  placed  into  foreign  production  seem  “to 
have  been  biased  toward  material-saving  processes,  ersatz  material  sub¬ 
stitutes,  and  goods  oriented  toward  low-income  consumers.”  Herein, 
Franko  argues,  lies  a  fundamental  distinction  between  U.S.  and  European 
multinational  busine.ss. 

Lack  of  space  precludes  detailed  dis.seetion  of  this  argument,  but  one 
facet  of  it  seems  particularly  vulnerable:  the  impetus  to  European  busine.ss 
abroad  given  by  scarce  European  resources.  In  this  case,  as  with  the  rest 
of  the  generalization,  I  find  Franko’s  argument  too  simple.  Franko  fre- 
qtiently  insists  that  historically  resources  were  scarce  in  Europe,  abundant 
in  the  United  States.  Synthetic  nitrates  were  developed  in  Europe  because 
of  “.scarce  resources,”  he  says,  but  he  fails  to  note  that  the  United  States 
also  lacked  natural  nitrates.  He  argues  that  Germany,  not  France,  dev^'l- 
oped  synthetic  nitrates,  beeau.se  France  had  phosphates  in  North  Africa 
to  substitute  for  nitrates  in  fertilizer  (he  might  have  added  that  the  United 
Slates  also  had  phosphates).  But  phosphates  cannot  replace  nitrates  in 
fertilizers,  since  each  is  a  d  fferent  nutrient.  Does  Franko  believe  that 
French  agronomists  thought  they  were  substitutable?  I  would  suggest  that 
there  are  far  more  complex  and  satisfying  explanations  beyond  shortage  of 
fertilizer  materials  to  account  for  German  leadership  in  synthetic  nitrate 
innovations.  The  United  Stales  used  imported  or  homemade  dyestuffs 
rather  than  natural  dyes  as  soon  as  dyestuffs  were  developed  abroad  (short¬ 
age  fails  to  explain  German  innovation ) .  The  United  States  grew  no  rubber, 
nor  did  it  have  silk  cultivation.  European  innovations  in  synthetic  nibber 
and  rayon  cannot,  therefore,  be  accounted  for  .solely  by  the.se  particular 
scarce  resources.  On  the  other  hand,  technological  advances  by  Europeans 
that  economized  on  oil  do  fit  Franko’s  model,  yet  these  were  few.  I  find  the 
argument  that  early  German  advances  in  the  electrical  industry  were 
associated  with  an  oil-short  economy  very  strained. 

Franko  shows  that  the  European  multinationals  manufactured  abroad 
before  1914  primarily  in  the  United  Kingdom,  Europe,  and  the  United 
States,  and  not  in  less  developed  lands.  In  the  inter-war  period,  their 
expansion  was  broader,  but  Continental  companies  were  not  partial  in  their 
choice  of  factory  locations  to  their  colonies  or,  later,  to  their  former  colonies. 
On  the  other  hJmd,  these  enterprises  were  systematically  excluded  from 
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manufacturing  in  the  British  Empire.  Franko  has  a  fine  chapter  on  Euro¬ 
peans  manufacturing  in  the  United  States. 

His  book  contains  helpful  data  on  raw  material  stakes  of  Cockerill, 
ARBED,  Krupp,  Thyssen,  Metallgesellschaft,  and  Royal  Dutch-Shell.  He 
finds  that  fully  49  per  cent  (68  per  cent  if  Royal  Dutch-Shell  is  excluded) 
of  the  foreign  extractive  ventures  of  his  eighty-five  firms  before  1946  were 
on  the  European  continent  and  that  extractive  as  well  as  manufacturing 
investments  in  European  colonies  were  limited.  “The  returns  from  colonies, 
if  returns  there  were,  were  mainly  non-industrial  and  psychic,  for  enter¬ 
prise  and  state  strategies  were  an  imperfect  match.” 

Franko  considers  motivations  for  European  foreign  investments,  explor¬ 
ing  arguments  developed  by  others  (including  responses  to  threats,  defen¬ 
sive  behavior,  taking  of  hostages).  The  weight  of  empirical  evidence  on 
U.S.  foreign  direct  investment  indicates  he  believes,  that  the  role  of  trade 
barriers  in  triggering  foreign  manufacturing  was  secondary.  To  this  review¬ 
er  the  statement  is  overly  simple:  in  some  cases,  in  some  periods,  in  some 
countries,  trade  barriers  were  crucial  to  U.S.  decision  makers;  in  other 
situations,  such  barriers  were  unimportant.  By  contrast,  Franko  is  sure 
that  European  foreign  investment  was  greatly  influenced  by  trade  barriers. 
I  remain  unconvinced  that  “it  was  perhaps  the  degree  to  which  national 
policies  influenced  Continental  behavior  that  most  distinguished  the 
story  of  Continental  multinational  enterprise  from  the  story  of  the  Ameri¬ 
can  multinationals.”  On  the  other  hand,  Franko’s  comments  on  European 
firms’  adaptability  to  negotiated  environments,  as  reflected  in  joint-ven¬ 
tures  and  in  their  operations  in  less  developed  countries,  seem  very  per¬ 
ceptive. 

I  had  hoped  to  use  this  book  for  historical  data  on  particular  European 
multinationals.  It  is  less  helpful  in  this  respect  than  I  had  anticipated, 
although  the  bibliography  is  invaluable.  The  problems  are  numerous.  For 
instance,  Franko  reports  that  the  principal  precursor  of  Nestle,  The  Anglo- 
Swiss  Condensed  Milk  Company,  was  founded  by  two  Americans;  actually 
there  were  two  principal  precursors,  the  Anglo-Wiss  firm  and  the  Nestle 
company,  which  merged  in  1905.  We  are  told  that  in  the  early  1920s  the 
Luxembourg  steel  firm  ARBED  “acquired”  a  manufacturing  affiliate  in 
Brazil  to  retain  its  market.  What  did  it  manufacture?  In  the  early  1920s 
Brazil  did  not  have  a  steel  industry.  Ciba-Geigy  started  to  manufacture 
synthetic  dyestuffs  in  the  United  States  in  1920.  Which  one?  The  two  firms 
did  not  merge  until  1971. 

Franko’s  disconnected  treatment  of  the  impact  of  the  two  World  Wars 
on  the  international  business  of  Continental  firms  fails  to  accent  how  pro¬ 
foundly  the  wars  shaped  European  business. 

Franko  makes  stimulating  suggestions  about  the  roles  of  intermarried 
social  elites  and  personal  relations  and  their  impact  on  international  com¬ 
bines.  His  elaboration  moves  him  into  data  on  organizational  structures 
of  European  enterprises.  His  statement  that  European  companies’  organi¬ 
zational  structures  did  not  follow  strategies  seems  to  me  refuted  by  his 
text.  European  enterprises  had  different  histories  from  American  firms; 
their  strategies  varied;  their  stnictural  responses  fit  their  own  histories  and 
seem  to  me  to  coincide  well  with  the  notion  of  structure  following  strategy. 

The  index  of  the  book  is  dreadful.  Family  names  such  as  the  Quandts, 
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Flicks,  and  Wallenbergs  are  excluded,  as  is  Kreuger.  From  the  index,  the 
reader  cannot  find  discussions  of  location  decisions,  integration  theory, 
product  cycle  theory,  “fifth  column  behavior,”  “exchange  of  hostages,” 
“exchange  of  threats,”  mother-daughter  reporting  relationships,  even 
though  the  book  has  much  to  say  on  these  topics. 

Despite  my  criticisms,  I  take  what  Franko  says  seriously.  There  is  new 
and  useful  material  here.  The  book  is  challenging.  The  author  recognizes 
that  European  business  pioneered  abroad  in  different  products  than  did 
American  enterprise  (an  important  point  that  needed  making,  for  the 
literature  has  been  unclear  on  this  subject).  He  pushes  us  to  ask  significant 
questions  about  European  business.  Historians  will  be  both  frustrated 
and  delighted. 

•  •  • 
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By  Donald  Quataert 

ASSISTANT  PROFESSOR  OF  HISTORY 
UNIVERSITY  OF  HOUSTON 


Limited  Revolution:  The  Impact  of  the 
Anatolian  Railway  on  Turkish 
Transportation  and  the  Provisioning 
of  Istanbul,  1890-1908* 


« Developmental  investment  abroad  was  an  integral  part  of  the  in¬ 
dustrialized  nations’  foreign  policies  in  the  decades  before  World  War  I. 
A  notable  case  was  the  German  Empire’s  investment  in  the  Anatolian 
Railway.  Inspired  by  the  astounding  success  of  North  American  rail¬ 
road  development  in  settling  vast  nntilled  areas  and  creating  great 
(piantities  of  cheap  food  grains,  the  Germans  built  a  railroad  into  the 
thinly  populated  central  plain  of  Turkey.  But  the  hoped-for  revolution 
was  limited  by  social  and  political  factors  that  overrode  the  ptirely  eco¬ 
nomic,  as  Professor  Quataert  demonstrates  in  a  study  with  broad  implica¬ 
tions  for  present-day  development  programs  in  third-world  countries. 


By  the  late  nineteentli  centun',  development  of  the  North 
Ameriean  railroad  system  had  revolutionized  the  logistics  of  food 
supply  in  the  western  world,  and  created  great  fortunes  for  those 
who  had  sponsored  this  innovation.  When  the  government  of  the 
Ottoman  Empire  and  a  syndicate  led  by  the  Deutsche  Bank  signed 
an  agreement  in  1888  calling  for  constniction  of  the  Anatolian  Rail¬ 
way,  therefore,  European  investors  looked  forward  to  great  profits. 
To  provide  for  what  would  become  the  most  ambitious  German 
financial  undertaking  in  the  Empire,  the  concessionaires  floated 
securities  ultimately  totalling  223  million  francs,  consisting  of  57 
million  in  stocks  and  166  million  in  5  per  cent  bearer  bonds.  The 
.syndicate  acquired  a  short  line  already  built  between  Haydarpa§a 

Business  History  Review,  Vol.  LI,  No.  2  (SumnuT,  1977).  Copyright  ©  The  President 
and  Fellows  of  Harvard  Colh'ge. 
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(just  across  the  Bosporus  from  Istanbul)  and  Izmit  (see  map), 
won  the  right  to  extend  it  to  Ankara,  and  formed  the  Anatolian 
Railway  Company  (Socictc  du  chcmin  dc  fer  ottoman  dAnatolie). 
Rapid  eompletion  of  the  Ankara  section  inspired  the  Ottoman  gov¬ 
ernment  to  grant  the  company  the  right  to  build  a  second,  con¬ 
necting  line  to  the  central  plateau  town  of  Konya. 

Opening  of  the  two  sections  stirred  hopt's  that  Turkey  was  on 
the  brink  of  a  transportation  and  provisioning  revolution.  Con¬ 
temporaries  expected  that  old  trade  routes  and  dependence  on 
animal  transport  in  the  remote  interior  would  vanish.  By  hxrating 
the  railroad  terminus  at  Haydarpa^a,  within  several  thousand  meters 
of  the  Ottoman  capital,  the  promoters  expected  to  increase  the 
flow  of  .Anatolian  produce  to  Istanbul.  The  line,  passing  first 
through  the  relativeb’  denselv-populated  Izmit-.Adapazar  coastal 
regions,  seemed  certain  to  give  the  capital  a  better  supply  of  fruits 
and  vegetables;  but  more  important,  and  the  object  of  the  brightest 
hopes,  was  the  ascent  of  the  tracks  onto  the  central  plateau,  a  vast 
but  under-cultivated  cereal  growing  area  punctuated  with  few 
urban  centers.  Here,  a  sparse  population  (about  eleven  persons 
per  s(|uare  kilometer)  practiced  a  subsistence  form  of  agriculture 
based  on  such  primitive  technirpies  as  wooden  plows,  hand  sowing 
and  reaping.  \  railroad,  it  was  believed,  would  transform  the 
plateau  region  into  the  new  granary  of  the  imperial  seat  and  the 
residents  of  Istanbul,  accustomed  to  receiving  their  wheat  and 
flour  supplies  from  Russia,  Rumania,  Bulgaria,  and  European  Tur¬ 
key,  soon  would  be  consuming  loaves  made  from  Anatolian  grains. 
In  short,  a  new  future  for  Ottoman  development  was  foreseen  with 
the  construction  of  a  modem  transportation  system.' 

Railroads  have  played  a  v^arieh  of  roles  in  the  economic  develop¬ 
ment  of  nations.  Tlu'oughout  Europe  and  North  .America  they 
have  been  important  components  of  l)roader  economic,  swial,  and 
cultural  changes;  in  the  New  World  they  have  been  a  chief 
means  of  fostering  development;  but  in  other  places  they  have 
proved  to  be  little  more  than  alien  transplants  of  limited  purpose, 
bearing  little  relationship  to  the  overall  environment.  American 
railroads  mav  not  have  been  an  “indispensable”  transport  innova¬ 
tion,  but  they  did  accompany  and  significantly  contribute  to  in- 

•  Studies  of  the  Anatolian  Railway  usually  have  been  subsumed  under  those  of  its 
extension,  the  Bagdad  Railway,  have  a  Ejiropean  persiK-ctive,  and  focus  on  political- 
diplomatic  events.  S»-e,  for  example,  Edward  Mead  Earle,  Turkey,  the  Great  Powers  and 
the  Bagdad  Railway  (Xc-w  York,  i923);  John  B.  Wolf,  The  Diplomatic  History  of  the  Bag¬ 
dad  Railway  (Columhia,  Missouri,  1936).  For  a  recent,  general  survey  based  on  such 
earlier  studies,  see  Yakub  X.  Karkar,  Railway  Development  in  the  Ottoman  Empire,  1H56- 
1914  (Xew  York,  1972).  Financinj;  of  the  line  is  treated  in,  for  example,  (^h.arles  Mora- 
witz,  Lcs  finances  dc  la  Turquie  (Paris,  1902),  586  594  and  the  sources  cited  in  n.  4. 
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dustrial  and  agricultural  growth.  In  Russia,  by  contrast,  the  state 
directed  railroad  building,  not  only  to  promote  agricultural  de¬ 
velopment  but  also  to  strengthen  defense  perimeters  and  stimulate 
industrialization;  still,  as  in  the  United  States,  Russian  lines  helped 
to  open  and  settle  frontier  regions.  In  some  areas  of  tropical  Africa 
and  South  America,  European-financed  lines  penetrated  short  dis¬ 
tances  into  the  interior  to  bring  out  the  sought-after  export  com¬ 
modity  but  had  little  total  impact  upon  the  host  country.  The 
Ottoman  Empire’s  experience  with  railroads  reflects  that  state’s 
less  developed  but  nevertheless  politicall)'  independent  status,  plac¬ 
ing  it  somewhere  between  industrial  West  and  exploited  European 
imperial  possessions.  The  Anatolian  Railway  corresponded  more 
closely  to  the  prevailing  sociocultural  milieu  than,  for  example,  lines 
in  Africa  or  Egypt,  but  it  demonstrated  little  of  the  relationship 
betxveen  rail-building  and  general  economic  development  that 
characterizes  the  United  States.  The  Ottoman  regime,  niling  one  of 
the  more  powerful  non-Western  states  of  the  nineteenth  century,  was 
able,  as  was  its  Russian  counterpart,  to  control  the  location  of  its 
railroad.  Rut,  caught  in  the  dilemma  of  underdevelopnuMit,  the 
Ottoman  government  envisioned  the  line  as  an  instrument  for  over¬ 
coming  politico-militarv,  not  economic,  backwardness.  The  An¬ 
atolian  Railway  would  facilitate  troop  mobilization  and  central 
control;  economic  growth,  however  desirable,  remained  a  secondarx’ 
consideration  in  the  eyes  of  state  planners.- 

Foreign  capital  and  engineers  built  the  I,0(K)-kilometer  line  and, 
despite  Anatolian  Railwax'  Company  boasts  that  nine-tenths  of  the 
employees  were  Ottomans,  Europeans  in  fact  controlled  the  upper 
managerial  levels.  The  construction  materials,  rolling  st(K“k,  and 
coal  also  were  imported.  Building  the  line  failed  to  stimulate  much 
growth  in  the  Ottoman  industrial  infrastructure  and  the  economic 
impact  of  the  railroad  was  restricted  to  the  agricultural  and  mining 
sectors,  but  even  these  benefits  were  curtailed  by  the  decision  of 
the  government  that  the  railroad  route  be  strategic  and  not  eco¬ 
nomic  in  its  orientation. 

The  l(K‘ation  of  the  line  ignored  manv  fertile  areas,  such  as  Sivas 

-Charles  Issawi,  “Asymmetrical  Development  and  Transport  in  Egypt,  1800  191-1,” 
in  W.  11.  I'olk  and  K.  L.  Chamliers,  eds..  Beginnings  of  Modernization  in  the  Middle  East 
(Chicago,  1968),  383-400;  Robert  William  Fogel,  Bailroads  and  Ameriean  Economie 
Growth  (Baltimore,  1964);  George  Rogers  Taylor  and  Irene  D.  Neu,  The  American  Bail- 
roatl  Network,  IH61-IH90  (Cambridge,  Mass.,  1956);  John  N.  Westwood,  A  Histonj  of 
Russian  Railways  (London,  1964);  and  Alexander  Ger.schenkron,  “Proldems  and  Patterns 
of  Russian  Economic  Development,”  in  Cyril  E.  Black,  ed..  The  Transformation  of  Russian 
Society  (Cambridge,  Mass.,  1960),  42  72.  For  an  Ottoman  gov«-mment  view,  see,  for 
exainole,  Ba}  Bakanlik  Arjivi  (Prime  Minister’s  Archives,  Istanbul,  hereafter  BBA)  Yildiz 
14  88/38  88  12. 
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in  central  Anatolia,  which  worried  prospective  European  backers 
until  the  government  adopted  a  subsidy  arrangement  called  the 
kilometric  guarantee  system.  The  railway  company  was  assured  a 
certain  amount  of  gross  revenue  per  kilometer  of  track  laid  and  iu 
use.  Government  income  sources,  including  the  agricultural  taxes 
of  regions  served  In'  the  railroad,  were  reserved  for  pavment  of  the 
kilometric  guarantees.  Until  1911,  when  compain'  pr<K‘eeds  began 
to  exceed  the  guarantee  levels,  revenues  from  the  areas  most  di¬ 
rectly  affected  by  the  railroad  were  diverted  from  the  Ottoman 
treasury  and  into  the  hands  of  the  European  shareholders.  The 
kilometric  guarantee  system  (juieted  investor  fears  but  deprived 
the  state  of  badl\'  needed  revenues. 

While  the  government  mortgaged  future  revenues  for  the  line, 
certain  benefits  did  accnie  to  the  state  and  its  subjects.  Opening 
of  the  relatively  inaccessible  interior  increased  the  acreage  and 
value  of  cultivated  land,  agricultural  production,  prices,  exports, 
and  marketing  ratios.  The  line  probably  generated  a  redistribution 
or  absolute  increase  in  population  as  economic  opportunity  and 
security  of  life  improved.  The  economic  relationship  of  Istanbul 
with  Anatolia  was  strengthened  by  a  transport  system  which,  in  a 
region  with  few  navigable  waterways  and  little  potential  for  canal¬ 
ization,  offered  unprecedented  opportunities  for  bulk  transport. 
But  what  of  the  scK'ial  savings  to  the  Ottoman  people?  If  a  shift  to 
domestic  production  of  food,  t*specialb’  for  the  cities,  occurred, 
significant  savings  would  bt*  produced;  for  on  the  eve  of  railroad 
construction,  over  1,(KK),()(K)  Turkish  pounds  (about  4,(KK),()0{)  U.S. 
dollars)  annually  flowed  outward  in  pavment  for  the  imported 
wheat  and  flour  constimed  in  Istanbul.-'* 

Early  Efforts  to  Divert  Traffic  to  -niE  Railroad 

Before  construction  of  the  Anatolian  Railway,  transport  facilities 
and  exists  prix-’lnded  a  mt*aningful  role  for  Anatolia  in  the  provision¬ 
ing  of  Istanbul.  A  few  coastal  art*as  near  Samsun  and  Mersin,  with 

The  dfcliiu-  in  rail  trans]H)rt  rati's  noted  lat<‘r  in  this  stjuly  and  the  eventual  ris»-  of 
railroad  revaaines  above  the  kilometric  jinarantee  ainonnts  provide-  indirect  e-vidence  of 
rail-indnced  change-s.  The  (piestion  of  the  line’s  econe)mic  impact  recpiires  further  study; 
see,  for  example,  Societe  dn  che-min  de  f»-r  ottoman  d’Anatolie,  Bi-richt  des  Vrrtcalltinns- 
rathes  iihrr  dax  .  .  .  Bidrifhsjahr  (I.  Jtinuiir  bis  31.  December  .  .  .)  for  the  y»-ars  1H89 
1914  (hereiifter  Annual  Be/iortls).  From  1901,  the  rejrorts  appear  nnder  the  German 
company  name:  die  Anatolische  Kisenhahn-Gesellschaft.  Great  Britain,  Accounts  and 
Pa|K-rs  (hereafter  A  +  P)  1892,  84,  Fawcett  at  Ankara,  16  June  1892  and  189.1  1894,  97, 
Wrench  at  IstanhnI,  24  April  1893.  Zentrales  Staatsarchiv,  Potsdam,  Answartig«-s  Amt 
(hereafter  ZStA,AA)  Nr.  ,'53738,  HI.  75  and  8730,  Bl.  .30.  Ahmet  Cevat  Eren.  TiirkUje'de 
I’oe  te  goeme-n  nieseleleri  Tanziniat  derri,  ilk  kuruliin  Cliii'men  Komisijunu.  eikarilun  tii- 
ziiklcr  (Istanbul,  1966),  is  a  comprehensive  account  of  Balkan  Muslim  refugees  moving 
to  Anatolia  in  the  nineteenth  and  early  twentieth  centuries.  Many  were  settl*-<l  by  the 
government  along  the  railroad. 
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cheap  bulk  sea  transport,  were  able  to  supply  the  cih’  with  limited 
cpiantities  of  flour  and  wheat.  Railroads  were  found  in  a  few  areas, 
most  notably  on  the  Aegean  littoral  from  which  they  extended  in¬ 
land  and  tapped  the  fertile  valleys  of  the  Menderes  and  Gediz  rivers; 
but  these  lines,  were  directed  not  toward  Istanbul  but  toward  the 
great  Aegean  port  of  Izmir.^ 

Caravan  routes  and  wagon  roads  dominated  the  interior,  and  de¬ 
spite  government  efforts  to  construct  better  highways,  roads  often 
went  unrepaired  and  became  unusable  after  several  years.  Thus, 
commerce  tended  to  follow  narrow  trails  along  which  animal  cara¬ 
vans  made  their  way.  Camels,  the  major  beast  of  burden  for  longer 
hauls,  t)'pically  carried  between  500  and  550  pounds  and  could 
cover  15  to  20  miles  a  day."’ 

The  high  cost  of  animal  transport  raised  prices  intolerably.  Even 
where  comparative!)'  g(K)d  facilities  existed,  shipping  costs  multi¬ 
plied  the  final  selling  price  of  grain.  For  example,  the  Erzurum 
region  in  eastern  Turkc)',  a  fertile  grain-growing  basin,  was  con¬ 
nected  to  the  Hlack  Sea  port  of  Trabzon  bv  perhaps  the  best  and 
most  heavily-traveled  trade  route  in  late-nineteenth-centur\  Ana¬ 
tolia.  In  1886,  wheat  transported  over  the  314  km.  tripled  in  price 
as  it  reached  the  coast.  Similarly,  wheat  shipped  from  Ankara,  the 
first  goal  of  the  Anatolian  Railwav,  tripled  in  price  during  the  .361 
km.  caravan  journey  to  Istanbul,  while  barley  prices  increased  more 
than  three  and  a  half  times.” 

When  the  .Anatolian  Railway  initiated  service  to  Ankara  in  late 
1892  and  Koin  a  in  mid-summer  1895,  caravans  plying  parallel  routes 
reduced  their  charges.  Caravan  fees  for  the  .Ankara-Izmit  journev 
were  more  than  halved,  from  1.44  to  0.65  piasters  a  ton-kilometer 
(the  ecjuivalent  of  about  4..5  U.S.  cents  a  ton-mile)  between  1889 
and  1896,  while  along  the  Konva  section,  rates  for  the  Konva-Izmit 

*  OlhiT  lines  inckicled,  in  1014,  the  67  kin.  Aclana-Mersin  line  in  southeast  Turkey,  the 
42  kin.  Kiirsa-Miulanya  line  in  the  northwest  and  the  Baj'dad  Railway,  extendin)>  some 
400  kin.  from  Konya  to  the  Syrian  border.  In  1914,  the  Anatolian  Railway  eomjiris«-d 
.■)6  per  cent  of  all  traek  in  Turkey.  Sei-  M.  Ilecker,  “Die  Kisenhahnen  der  asiatischen 
Tiirkei,”  Archiv  fiir  Eisrnbahnwcscn,  1914,  pp.  744  800,  1057  1087,  1283  1321,  and 
1539  1584  for  an  exei-llent,  teehnical  summary  of  Ottoman  railways. 

'  Kdmund  Naiimaim,  Vowi  C.oUlncn  Horn  zu  ricn  QucUen  ties  Euphrat  (Munieh,  1893), 
421  for  eontemporary  diseussion  of  the  eontroversy  ov«-r  caimds’  earryinn  capabilities. 
For  iliseussion  of  the  eamel’s  supi’riority  over  wa^oii  trans|Hirt  in  the  Middle  Fast  see 
H.  W.  Hulliet,  “The  Camel  and  the  Wheel,”  in  Annalcs  staff,  ed..  Social  Historians  in 
Contemporary  France  (New  York,  1972),  46  58  and  a  hiMik  of  the  same  title  by  Hulliet, 
( Camhridf'f,  Mass.,  197.5). 

"Derived  from  Creat  Hritain,  Foreign  Office  (hereafter  FO)  195/1584,  Devey  at 
Fivuniin,  July  4,  1887;  A-(  P  1890  1891,  88,  Il.'inipson  at  Kr/.uniin,  July  16,  1891;  Vital 
Cuinet,  /.«  Turquie  il’Asie:  f’cof^raphic  administrative,  statistique  dcscriptice  et  raisonni'^e 
de  ihaque  province  dc  I’Asie  Mineure,  1  (Paris,  1892),  63.5  6-38;  and  Naumann,  Vom 
dotdnen  Horn,  420.  C.  .Stratil-Sauer,  “Cereal  Production  in  Turkey,”  EU'onomic  Geography, 
9  (October,  1933),  .326,  notes  that  in  c.  1933,  grain  shipped  from  Kr/.iinini  to  Trabzon 
accrueil  transport  costs  greater  than  its  original  selling  price  in  the  interior. 
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haul  fell  a  third,  from  1.47  to  1.01  piasters  a  ton-kilometer  or  7.0 
U.S.  cents  a  ton-mile.^ 

The  railway  company  underestimated  the  flexibility  of  carav'ans. 
At  first,  it  published  a  simple,  three-category'  schedule  of  freight 
charges  with  a  basic  grain  carrying  rate  of  0..55  piasters  a  ton-kilo¬ 
meter  or  .3.8  U.S.  cents  a  ton-mile.  This  made  freight  charges  for  a 
ton  of  grain  shipped  the  486  km.  rail  route  from  Ankara  to  Izinit 
12  per  cent  more  than  if  shipped  the  shorter  361  km.  caravan  route 
(assuming  the  lowest  caravan  charge  was  applied).  Such  a  state 
of  affairs  persisted  only  briefl\'.  The  company  (juicklv  undercut  its 
camel  competitors  aud  supplemented  the  posted  three-tier  schedule 
with  a  welter  of  special  rates.  The  Anatolian  Railway  Company, 
following  long-established  precedents  in  railroad  tariffs,  favored 
long  haul  aud  bulk  shipments.  .Already  by  1892,  freight  charges  for 
through  shipments  from  Ankara  to  Haydarpa§a  had  fallen  to  about 
0.26  piasters  a  ton-kilometer;  rail  rates  on  this  section  of  the  line 
were  now  60  per  cent  below  the  lowest  camel  carriage  rate  in 
Anatolia.  In  the  following  decade,  through  rates  on  the  Ankara  sec¬ 
tion  declined  further,  to  0.18  piasters  a  ton-kilometer.  Soon  after 
inauguration  of  service  on  the  Konya  section  of  the  railroad,  wheat 
and  barley  rates  were  lowered,  to  0.18  and  0.21  piasters  respec¬ 
tively.”  To  large  shippers,  the  Konya  and  .\nkara  sections  offered 
special  discounts,  from  43  to  .50  per  cent,  for  filling  an  entire  rail¬ 
road  car.  .Additional  discounts  were  given  for  utilizing  1,(XK)  cars 
(presumably  in  a  season)  and,  in  one  case,  100  cars.'*  These  reduc¬ 
tions  and  special  rates  transformed  the  caravans  operating  along 
parallel  routes  from  primary  carriers  to  a  feeder  system  for  the 
railroad,  bringing  grains  to  the  stations  rather  than  competing  for 
their  carriage  to  seaports  served  b\’  the  line.  Whatever  grain  trade 
remained  to  the  caravans  along  parallel  routes  probably  derived 
from  merchants  dealing  in  (piantities  below  the  discount  minimums 
or  shipping  to  another  inland  station. 

The  two  lines  worked  to  attract  that  commerce  of  the  interior 
which  had  been  oriented  toward  exit  points  other  than  the  rail 

’’ Annual  Report,  1892;  Naiim.inn,  Vom  Golilncn  Horn,  421  and  426;  ZStA.AA,  Nr. 
15071,  Bl.  50  55;  and,  Noel  Verney  and  G«-orne  OaniBinann,  i.es  puissaners  ctrani’eres 
dans  Ic  Levant  en  Syrie  ct  en  Palestine  (Paris.  Lyon,  UK)0),  226.  The  Ankara-I/init  rate 
of  0.65  piasters  tkm.  is  the  lowest  caravan  rate  found  hy  this  writer. 

Annual  Reports,  1889  1898;  FO  195/19'14,  Kichards  at  Ankara,  Octoher  24,  1896; 
A  +  P  1907,  95,  Waugh  ({uoting  Wylie  at  Konya,  n.  d.  and  1894,  88,  Ciiinherhatch  at 
Ankara,  April  20,  1894;  A.  Galiriel,  Les  Dessous  de  I'administration  des  chemins  des  fer 
ottomans  d’Anatolie  et  de  Ragdad  (Istanbul,  1911 ),  80. 

Tarif  IX  of  the  Cahier  des  Charges  of  the  original  concession  for  the  Ankara  line; 
also,  clipping  from  the  Rtrliner  Tagehlatt,  Febniary  1,  1897,  enclosed  with  the  Annual 
Reports  in  the  Deutsche  Bank  archive.  By  comparison,  rates  on  “grangi-r  railroads”  in  the 
United  States  averaged  about  1.2  cents  a  ton-mile  for  all  classes  of  freight  in  thes»?  years; 
Interstate  Commerce  Commission,  Statutes  of  the  Railways  of  the  U.S.  (annual  1887-  ). 
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centers  of  Haydarpa§a,  Izmit,  and  Derince  on  the  coast.  In  the  im¬ 
portant  commercial  centers  of  east  and  south-central  Turkey,  such 
as  Kayseri,  Yozgat,  Eregli,  and  Karaman,  the  company  established 
thirteen  agencies  to  persuade  local  merchants  to  abandon  the  cara¬ 
van  and  wagon  routes  to  the  Black  and  Mediterranean  seas.  Per¬ 
suasion  took  the  form  of  discounts.  The  local  merchant  would  pa\' 
a  fee,  in  one  case  3.5  Turkish  pounds,  and  obtain  a  certificate  from 
the  railroad  agent  in  the  town.  Ha\’ing  arrived  at  a  station,  the 
certificate  holder  received  discounts  for  rail  shipment.  The  discount 
rate,  commonly  20  25  per  cent,  varied  in  proportion  to  the  inten- 
sit\'  of  competition  with  alternate  modes  of  transport  and  the  com¬ 
mercial  importance  of  the  town.  At  the  vital  trade  center  of  Kawseri, 
merchants  willing  to  ship  goods  to  the  Konya  and  Ankara  sec¬ 
tions  obtained  40  and  60  per  cent  discounts.'" 

These  incentives,  however,  were  only  partiallv  successful.  On  the 
Ankara  section,  while  the  railroad  attracted  much  of  the  trade  in 
high-value,  low-bulk  items  such  as  opium  and  mohair,  grain  con¬ 
tinued  to  exit  along  the  traditional  routes.  For  example,  two-thirds 
of  the  commerce  in  heavy  goods  from  Yozgat,  five  davs  from  both 
Ankara  and  the  Black  Sea  port  of  Sainsnn,  continued  to  be  directed 
towards  the  sea.  /\t  Kirsehir,  although  “all  the  mohair  and  light 
wares”  were  diverted  to  the  railroad,  camels  still  carried  “most  of 
the  grain”  to  Mersin.  At  Kavseri,  the  Mersin  route  retained  60  to 
70  per  cent  of  the  total  trade."  The  lack  of  h*eder  rail  lines  clearly 
hurt  the  railwav  eompain’s  efforts;  the  agencies  handled  less  than 
5  per  cent  of  total  annual  rail  tonnage.'-  Aggregate  caravan  and 
rail  charges  in  the  above  cases  exceeded  the  cost  of  shipping  goods 
direetlv  In-  caravan  to  water  transport  and  the  line  failed  to  capture 
a  significant  proportion  of  the  grain  exports  from  more  distant  pro¬ 
duction  centers. 

The  successes  of  the  Ankara  and  Konva  sections  in  dominating 
even  local  transport  x'aried.  The  better  record  of  the  Ankara  section 
derived  from  the  relative  absence  of  alternative  markets  to  Istanbul 
and  the  existence  of  onlv  animal  transport  competition.  By  con¬ 
trast,  the  Istanbul  market  for  many  shippers  on  the  Koin  a  sc*etion 
was  new,  one  to  be  added  to  existing  opportunities  on  the  Aegean 

'"Clippinj;  from  tho  London  SoptcnibiT  9,  1905,  in  ZStA.AA,  Nr.  66fi7,  Bl. 

15  15r;  Annual  Ri-porls,  1895  1897;  and  l.c  journal  de  la  chamhre  dc  commerce  dc 
Constantinople  (hori-aftcr  JCCC),  .Scptoinln-r  9,  1895,  p.  421. 

"Annual  lUports,  189.5  1897;  Times  clipping;  cited  in  n.  10.  This  impression  is 
corroborated  by  a  study  of  uraiii  exports  from  th*‘  Anatolian  ports  of  Samsiin,  Trabzon,  and 
Mersin,  which  fail  to  decline  after  construction  of  the  raiinmd.  For  a  contrary  statement, 
that  most  Kayseri  ex|«irts  wen-  j;oinj;  via  Ankara,  see  Hetue  commerciale  du  Lecant, 
bulletin  mensuel  de  la  chamhre  de  commerce  fran<;aise  de  Constantinofde  (hereafter  Revue), 
\r.  204,  March  20,  1904,  pp.  .516  519. 

'-Annual  Reports,  1895  1897. 


146  BUSINES.S  HLSTORY  REVIEW 


and  Mediterranean  eoasts.  For  the  Aegean  trade,  the  Koina  line 
battled  not  only  caravans  but  also  French  and  British-owned  rail¬ 
roads  coming  from  the  port  of  Izmir.  The  ensuing  rate  wars  of  the 
late  1890s  and  early  twentieth  centur\'  appear  to  have  ended  badly 
for  the  German-built  Anatolian  Railway.  For  example,  the  lower 
rates  of  the  Izmir-Kassaba  line  attracted  two-thirds  of  the  trade 
from  Afyonkarahisar,  a  city  on  the  .Xnatolian  Railwa\  but  also, 
after  1897,  joined  to  Izmir  by  rail.'^  The  lower  volume  of  traffic, 
relative  to  the  .Ankara  section,  on  the  Konva  line  derived  not  onlv 
from  differences  in  regional  productivity  but  also  from  the  presence 
of  Izmir-based  railroad  competitors. 

Caravan  traffic  directed  towards  the  Mediterranean  posed  prob¬ 
lems  for  the  Konya  section  similar  to  those  that  had  frustrated  the 
•Ankara  line  in  competing  for  the  commerce  of  the  east-central  towns 
of  Kayseri  and  Kirsehir.  On  the  one  hand,  the  prevailing  0.18  piaster 
rail  rate  for  wheat  shipped  from  Kon\  a  to  Ihn  darpasa  appeared  to 
offer  an  ovenvhehning  advantage  over  the  0.70-1.00  piaster  rate 
for  caravans  to  the  ports  of  Mersin,  Silifke  and  .Antalya.  Rut  much 
of  the  advantage  was  merely  apparent:  the  distance  from  Konya  to 
IIa\  darpasa  was  approximatelv  three  times  greater  than  to  the  near¬ 
est  .Mediterranean  port.  Traditional  trading  patterns  remained 
strong.  Perhaps  fearful  of  competing  in  the  Istanbul  market,  dis¬ 
enchanted  with  .Anatolian  Railway  CA)mpany  rates,  and  attracted  by 
the  higher  prodtice  prices  often  prevailing  in  the  south,  some  mer¬ 
chants  in  the  citv  of  Konva  refused  to  abandon  the  carav'ans.  Fur¬ 
ther  away  from  the  Kon\a  line,  where  similar  motives  mav  have 
been  in  effi'ct,  the  combined  caravan-to-Konva  plus  rail-to-Istaubul 
costs  proved  prohibitive.  .Agencies  and  their  discounts  were  of  little 
help:  towns  such  as  Karaman,  Nigde,  and  Eregli  studiously  ignored 
the  announced  benefits  of  rail  shipment  and  retained  trade  links 
with  the  Mediterranean  ports.'  *  Early-twentieth-centnr\’  supporters 
of  the  Anatolian  Railway,  while  expressing  hope  that  the  Bagdad 
line,  then  under  construction  east-southeast  from  Konya,  would 
alter  the  situation,  admitted  that  the  southern  two-thirds  of  Konva 
province  remained  tied  to  the  Mediterranean  trade.  In  addition, 
they  conceded  that  the  northwest  portion  of  the  province  was  in 
the  orbit  of  the  two  Izmir  lines.*'’ 

With  its  entry  into  the  Turkish  interior,  the  Anatolian  Railway 

ZStA.AA,  Xr.  15070,  Bl.  29  30;  clippinj'  friini  the  I.ondiin  Titiu-s,  Ocfohcr  .3,  1905, 
in  ZStA.AA,  Nr.  6667,  Bl.  117  118;  Rettw  .\r.  226,  J;>iui;iry  .31,  1906,  pp.  105  106. 

■•ZStA.AA.  \r.  15071,  Bl.  .50  .55  .ntul  Nr.  15070,  Bl.  26  26r. 

’■■H«-ckcT,  “Oic-  Eiscnb.ihn«n,”  1539;  ZStA,AA,  Nr.  15070,  Bl.  26  26r.  For  siinihir 
staU’irH'iits  from  loss  syinp.ithctic  obsorvors  soo:  Ri’iur  Nr.  191,  Fobniary  28,  190.3,  pp. 
287-294  and  .3.33-.3.36;  A  +  P  1904,  lOlA,  Hampson  at  Konya,  n.  d. 
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stimulated  a  sharp  reduction  in  prevailing  transport  rates,  especially 
in  nearby  regions,  but  exercised  a  relativel)’  limited  impact  on  over¬ 
all  trade  patterns.  By  olFering  cheaper  rates  on  the  line  itself,  the 
railroad  forced  caravans  operating  in  adjacent  areas  ( and  perhaps 
more  distant  ones  as  well)  to  lower  their  transport  charges.  But, 
with  only  two  short  branch  lines,  to  the  towns  of  Adapazar  and 
Kiitahya  (9  and  10  km.  respectively)  the  railroad  was  unable  to 
affect  more  distant  areas.  It  did  not  serve  as  a  magnet  for  most 
Anatolian  commerce:  grain  transported  bv  rail  probably  represented 
new  production  rather  than  redirected  shipments.  And  while  the 
line  destroyed  caravan  competition  on  parallel  routes,  it  failed  to 
alter  substantially  existing  caravan  traffic  to  the  seas  in  the  north  and 
south,  and  it  unsuccessfully  fought  the  Izmir  lines  for  the  trade 
oriented  towards  the  Aegean  coast. 

Thus,  the  orbit  of  the  Anatolian  Railwav  was  restricted  to  perhaps 
125,000  s(j.  km.  with  an  estimated  population  of  2,(K)0,0(X).  Included 
were  the  district  of  Izmit,  the  province  of  Ankara,  and  var\  ing  pro¬ 
portions  of  the  provinces  of  Konya,  Bursa,  Siv'as,  and  Kastamonu.'*’ 
In  these  predominantlv  agrarian  regions,  most  cultivated  land  was 
devoted  to  wheat  and  barley.  Railroad  shipments  reflected  the  pre¬ 
dominance  of  such  activities  and  the  relative  povertv  of  the  in¬ 
ternal  market.  Exports  comprised  80  to  85  per  cent  of  all  traffic  and 
primaril)'  consisted  of  agricultural  protlucts  and  other  raw  materials. 
Of  crucial  importance  were  grain  shipments.  On  the  Ankara  and 
Konya  sections,  grain  transport  at  worst  (after  two  consc'cutiv’e 
poor  harvests  in  1898  and  1899)  accounted  for  30  per  cent  of  total 
rail  tonnage.  More  t\  picall\',  grains  totalled  between  50  and  75  per 
cent  of  all  rail  freight.’" 

On  the  completed  Ankara  section,  grain  shipments  at  first  aver¬ 
aged  34,0(K)  tons  a  \ear  and,  in  the  following  decade  and  a  half, 
rose  to  187,0(K)  tons  a  year.  Less  dramatic  increases  occurred  on  the 
Konva  section  where  earlv  annual  totals  of  67,0(K)  tons  increased  to 
only  81,000  tons  at  the  period’s  close.  In  good  years,  for  example  in 
1902,  the  two  sections  transported  400,000  tons  of  grain. Along 
the  line  were  markedlv  different  zont^s  of  subsistence  and  export 
agriculture.  Certain  sections  of  the  line,  such  as  the  Bozyuk-Hay- 
darpasa  stretch,  produced  barely  enough  to  meet  local  nwds:  a 
handful  of  stations  handled  the  traffic.  <,)n  the  Ankara  section,  the 

'"ZStA.AA.  Nr.  11796,  Bl.  18  18r;  Nr.  .57.W6,  Bl.  .31;  and  Nr.  8730,  Bl.  29.  The 
population  estimate  is  for  1903. 

Ibid.;  Annual  Bcpori.'i,  1889  1914;  Hecker,  “Die  Kisenhalimm”  1.540-1.541. 

‘"Annual  Hcporls,  1889  1914;  for  a  convenient  table  niviiij'  merchandise  and 
shipments  on  the  two  sections,  1889  1907,  see  K.  I’ech,  Manuel  des  soeicl^s  anonijmcs 
fonctionnant  en  Turquie,  4th  «‘d.  (Istanbul,  1909),  68. 
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Hamidiye-Adapazar  spur  and  the  stations  at  Eski^ehir  and  Ankara 
together  shipped  60  per  cent  of  all  merchandise  while  the  Ankara 
station  alone  exported  over  40  per  cent.  This  last  station  forwarded 
40  per  cent  of  the  wheat  and  20  per  cent  of  the  barley  carried  In  the 
railroad.  On  the  Konva  line,  the  two  stations  at  Kiitaln  a  and  Kon\  a 
were  the  priniar\’  shipping  points  and  handled  hetweeti  4.5  and  66 
per  cent  of  total  tonnage. Typicallx',  ovtT  98  per  cent  of  all  grains 
shipped  on  the  two  sections  was  not  consumed  in  the  railroad  zone 
but  forwarded  to  the  ports  of  I  laydarjia^a,  Izmit  and  Derince. 

The  majorit)',  perhaps  three-(jnarters,  of  rail  grains  left  the  Otto¬ 
man  Empire,  and  most  of  this  was  probablv  barlew  .Mthongh  it  was 
used  in  some  Anatolian  regions  for  bread,  most  residents  considered 
it  animal  fodder.  Derince  handled  most  barle\  exports,  helping 
satisf\'  beer  drinkers  in  England  and,  after  1900,  in  German\'.  Ilav- 
darpasa  received  about  two-thirds  of  rail-shipped  wheat  while  the 
other  two  ports  handled  and  exported  approximate!)  ecjual  shares  of 
the  balance,  .\bout  one-(juarter  of  the  wheat  received  at  Ha\dar- 
pasa  was  sent  to  Istanbul  but  then  exported.  This  wheat  was  prob¬ 
ably  of  the  better  grades:  Itah',  France,  and  tin?  Aegean  islands  pur¬ 
chased  the  harder  wheats  while  England,  the  Low  Countries  and 
Germany  bought  the  softer  varieties.-" 

Rail-transported  cereals  not  exported  consisted  mainlv  of  wheat 
and  were  consumed  bv  two  major  groups  in  the  empire.  The  Otto¬ 
man  Ministrv  of  War  provided  an  important  and  often-overl(K)ked 
indigenous  market.  Early  in  the  railroad  era,  standing  orders  were 
issued  to  the  (juartermasters  to  purchase  .Anatolian  grains  only,  re¬ 
gardless  of  price.  In  1896,  for  example,  16,400  tons  of  wheat  ( 11  per 
cent  of  all  rail-shipped  grains)  were  carried  b\'  the  railroad  com- 
panv  for  militarv  consumption.-'  Istanbul,  the  second  major  in- 

Annual  Rc/ior/.v,  IS^M)  UM)3.  Thfri-  was  soim-  tciuU-iicy  for  (.(|iiali/.atjoii  of  shipiriiif* 
ainoiif:  till-  Kskifi-hir-Koiiya  section  stations  Init  Kiitahya  occasionally  shi|)pe(l  iK'arly  one- 
half  of  all  nierchandise.  Availability  of  storaj’e  anil  hanillinf^  facilities,  as  well  us  pro¬ 
ductivity,  heliH-d  to  di'tennine  the  volume  of  )'<hhIs  ship|M'd  from  a  station.  For  example, 
the  superior  facilities  at  Kskifehir  attracted  commerce  from  areas  un  to  twenty  hours’ 
distant.  Six-  clipping'  from  the  London  Tinu'S,  IJecemher  28,  1904,  in  Z.StA.AA,  Nr.  11796, 
Bl.  104. 

^•ZStA.AA,  Nr.  87;30,  Bl.  29,  .38  42  and  Nr.  1.3071,  Bl.  20r  2.3;  JCCC,  October  2.3, 
1897.  Annual  Heport.s  and  other  sourex's  often  listed  only  Grtn-iilc  without  further 
designation  in  the  tahli’S  of  cximmodities  shipped.  Wheat,  Inirley  and  other  f^rains  wi-re 
listixl  separati’ly  for  five  years,  1896,  1897,  and  1902  1904.  Dnrinj;  thesi-  yi-ars,  whi-at 
averagi-d  60  pi-r  cent  of  all  jirain  shi|>|ied,  barlev  37  per  emit,  anil  inaizi’,  oats,  and  rve 
the  h.ilance.  See  Annual  Rcfmrts,  1896-1897;  ZStA.AA,  Nr.  .337.38,  Bl.  168  168r  aiid 
Nr.  5.37.39,  Bl.  112. 

“I  Altopether,  the  militarv  purchased  13  per  cent  of  all  rail-shipiwd  grains  in  1896. 
See  ZStA.AA.  Nr.  8730.  Bl.' 30  and  .38  42;  Nr.  116.33,  Bl.  146  148;  and  Annual  Report, 
1896,  which  notes  that  2.3,2.30  tons  of  Getreitle  wen-  shipped  for  the  military.  ZStA.AA, 
Nr.  .3.3736,  Bl.  .30  sunsests  that,  in  1894,  12,000  tons  of  cereals  were  procured  in 
Anatolia  for  the  military. 
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ternal  market,  consumed  one-eighth  to  one-quarter  of  all  rail-shipped 
grains. 

Wheat  Phovtsioxixg  of  Istanbul 

In  the  late  nineteenth  century,  a  resident  of  Istanbul  ate  wheat 
rather  than  barley  and,  according  to  contemporar\'  observers,  daily 
consumed  0.45  to  0.69  kilograms,  or  about  a  pound,  of  flour.--  For 
centuries,  the  Danubian  plain  “the  father-provider  of  Constanti¬ 
nople”,  as  well  as  the  Crimea,  Thrace,  Eg\  pt,  and  the  southern  Black 
Sea  coast  had  been,  as  imperial  possessions,  suppliers  of  grain  to 
Istanbul.  To  assure  cheap  bread  for  the  city  and  thereby  promote 
quietude,  the  government  erected  a  formidable  control  apparatus, 
including  placement  of  trusted  personnel  on  provineial  grain  ships 
bound  for  the  capital.  A  “most  excellent  white  bread,”  noted  bv  the 
seventeenth-centur)’  Turkish  traveller  Evliya  ^’elebi,  and  its  in¬ 
ferior  successors  came  to  the  cit\'  via  water  transport,  often  in  the 
form  of  provincial  tribute  under  conditions  of  monopolistic  state 
control.  Imperial  comjuest  had  guaranteed  bread  for  the  cit\'.-'‘ 

Through  the  misfortunes  of  war,  first  the  Crimea  ( 1783),  then  the 
future  Rumanian  and  Bulgarian  states  broke  away,  either  gaining 
independence  or  being  absorbed  into  Czarist  Russia.-’  In  addition, 
the  Ottoman  Empire  b\'  the  mid-nineteenth  centur\’  had  signed 
awa\’  or  lost  its  right  to  maintain  monopolies,  prohibit  grain  exports, 
and  control  Black  Sea  shipping.  The  door  to  free  trade  had  been 
opened  iiTevocably  by  the  British  in  1838  and  the  former  provinces 
now  participated  in  world  trade,  sending  their  grain  to  the  most 
advantageous  market.  While  the  political  and  economic  scene  had 
altered  considerabK',  the  previous,  sea-borne  provisioning  pattern 
of  Istanbul  had  remained  intact.  Complete  statistics  are  lacking, 
but  we  know  that  in  the  middle  1870s  and  earlv  1880s,  the  lost 
provinces  supplied  most  of  the  wheat  and  nearly  all  the  flour  con¬ 
sumed  in  the  cit\'.  Thrace  fre(juentl\’  provided  about  one-(juaiter  of 

--  A  nu'th(Klol(>);ic'al  appendix  tlisenssiiin  the  ]>ri)l)leiiis  of  detenniiiiii)'  actual  l)read 
eoiisninptioii  in  Istaiiliiil  and  the  procedures  employed  in  this  article  is  available  from  the 
author. 

For  the  provisioning;  of  IstanhnI  in  the  seventei’iith  century,  when  .Xnatolian  areas 
with  easy  sea  access  |)layed  a  more  important  roh‘  than  in  the  snhseipient  century,  see 
Hohert  Maiitran,  /.sfurihiif  thins  In  secimilc  mtiitir  tlu  XVIIf  sicclc  (Paris,  1902),  esp.  187 
191;  for  the  eighteenth  century,  see  l.iitfi  Giicer,  "XVlll  yii/yil  ortalarmda  Itauhurnn 
iasesi  lii/nmlu  hidmhatm  temini  nu-selesi,”  Istnnhul  ('nil  iT.vile.W,  Iktisnt  hikiiltt  si  A/ee- 
munsi,  Xl,  1  4  (1949  1950),  597  410;  and  Marie  Mathilde  Alexandresen-liersea,  “Coii- 
trihution  a  rf;t\ide  de  rapprovisionnement  en  hh'  de  (a>nst;uitiuople  au  XVlll  e  siech',” 
Sluilia  ft  Acta  Orirnlnlin  1,  i957,  pp.  15  57. 

gained  autonomy  in  1708,  lost  it  later  in  the  century,  and  thrai,  with  the  rise 
of  Mehmet  .Mi  in  the  *-arly  nineteenth  century,  embarked  on  a  sejiarate  course.  Thrace 
reimiiiied  ])art  of  the  mnpire  hut  niuler  constant  threat  of  European  attack. 
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the  wheat  and  the  Turkish  coastal  areas  occasionally  contributed 
up  to  a  fifth.  Market  summaries  of  wheat  and  flour  received  in  Is¬ 
tanbul  from  18S5  tc  1888  fail  to  mention  wheat  and  flour  supplies 
from  the  Anatolian  interior  and  only  rareb’  indicate  the  appearance 
of  shipments  from  the  southern  Black  Sea  coast.  During  1889,  the 
first  \ear  for  which  market  summaries  provide  more  detailed  data, 
all  areas  of  Anatolia  contributed  2  per  cent  of  the  wheat  received.-”’ 
As  the  tracks  of  the  .\natolian  Railwa\'  were  being  laid,  Istanbul 
depended  on  somctimes-hostile  states  or  precariousK -held  posses¬ 
sions  for  its  bread  needs.-'’ 

.\t  first,  the  railroad  made  little  impact  on  the  Istanbul  bread 
market.  Receipt  of  rail-area  wheat  was  not  mentioned  until  April 
1893  and  flour  not  until  Jannarv  1894.  Through  1896,  when  it 
provided  one-(juarter  of  wheat  receipts,  the  line  furnished  onlv 
token  amounts  to  the  Istanbul  market.  Thereafter,  the  Anatolian 
Railwav  became  a  regular  supplier  of  the  cit\'.  During  four  wars  — 
1897,  1901,  1902,  and  1905  — the  railroad  and  other  Anatolian  areas 
furnished  over  90  per  cent  of  all  wheat  received.  But  during  years 
such  as  1899,  1906,  and  1908,  the  railroad  share  fell  below  one- 
third,  to  as  little  as  12  per  cent.-^ 

Factors  such  as  price,  (jualit\',  transport  costs,  climate,  and  polit¬ 
ical  and  world  market  conditions  influenced  the  abilitv  of  rail- 
shipped  wheat  to  enter  the  Istanbul  market.  For  example,  poor  or 
bad  harvests  were  recorded  in  six  years:  in  1892,  1894,  1898,  1899, 
1907,  and  1908.  While  the  state  prohibited  grain  exports  or  specif- 
icallv  directed  rail  provinces  to  forward  surpluses  to  Istanbul,  the 
crop  failures  were  reflected  both  in  diminished  rail  shipments  and 
the  lower  contribution  of  rail-transported  grains  to  total  wheat  re¬ 
ceipts.  Political  crises,  for  their  part,  could  exercise  a  positive  effect. 
In  December  1896,  as  fighting  on  Ottoman  Crete  intensified  and 
war  with  Greece  became  more  likely,  the  Istanbul  regime  forbade 
the  export  of  grains,  and  the  railwav  compaiu’  sent  special  trains 


Unitcil  Stiiti'S,  Iloiisf  of  Hcprcscnliitivcs,  Consular  Hcporls  of  tho  United  States,  1876, 
pp.  890  894;  ibid.,  Hiireau  of  Koreijin  and  Ooniestic  Connnerce,  Monthly  Consular  Reports, 
1881,  pp.  .306  307;  market  suininaries  in  the  Istanhnl  newspapers  Li'iiint  Herald,  1887- 
1889  and  /CC.’C,  188.5  1886.  'I'he  market  summaries  from  1890  (l.riant  Herald)  and 
the  years  1892  1908  (JCCC)  ;ds()  were  utilized  in  this  study.  'I'he  summaries,  which  note 
the  wheat  and  flour  cpiantities  receivt’d  and  sold  in  Istanhid,  were  totalled  to  yield  annual 
rci-eipts  of  e;»ch  connniKlity  from  the  various  suppliers.  'I'he  tahh'S  derived  from  these 
summaries  f<irm  the  statistical  basis  for  the  remainder  of  the  article,  and  they  can  he 
ohtaim'd  from  the  author. 

-■"'I'he  pre-railroatl  contrihution  of  Anatolia  to  Istanhid  provisioning  was  held  hack  by 
Ottoman  tariff  ixdicy.  Until  189.3,  wheat  and,  until  1894,  flour,  shipped  hy  water  within 
the  empire  paiil  8  per  cent  internal  customs  duties.  Turkev,  Ministry  of  Justice,  Dustur, 
hirinci  tertih,  VI  (Ankara,  1939),  1.3.37-1.338  and  1430  l'43.3.  Also,  JCCC,  March  11, 
1893,  p.  108;  AiiKust  26,  1893,  p.  403;  and  November  24,  1894. 

Market  summaries  in  Levant  Herald,  1890,  and  JCCC,  1892-1908. 
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to  bring  the  Ankara  wheat  crop  to  Istanbul.-”  During  the  war  )'car 
of  1897,  Anatolia  furnished  92  per  cent  of  all  Istanbul  wheat. 

Rumania  and  Bulgaria,  however,  continued  to  loom  large  as  wheat 
suppliers,  quickly  filling  the  gap  during  )'ears  of  poor  Anatolian 
harvests.  In  addition,  when  the  two  Balkan  states  enjoyed  bumper 
crops  or  lacked  more  attractive  alternative  markets,  they  made 
important  contributions  to  the  wheat  supply  of  Istanbul,  not  with¬ 
standing  the  availabilit)'  of  Anatolian  grain.  For  example,  in  1900, 
the  two  states  furnished  44  per  cent,  and  in  1906  Rumania  alone 
provided  66  per  cent,  of  the  wheat. 

While  the  size  of  Anatolian  and  Balkan  harvests  helped  to  de¬ 
termine  the  origins  of  Istanbul  wheat,  quality  and  price  factors 
played  their  role  as  well.  Rail-shipped  wheat  equal  in  qualih’  to 
foreign  grades  frequently  did  not  enjoy  a  price  advantage.-*'  Poor 
harvests  naturally  pushed  Anatolian  grain  price's  upwards.  But 
also,  as  European  and  Ottoman  merchants  flocked  to  the  new  grain 
sources,  prices  in  the  interior  jumped  about  100  per  cent  in  six  years. 
These  early  price  rises  for  rail-area  wheat  perversel)'  occurred  in 
the  face  of  declining  Istanbul  and  world  market  prices  for  wheat, 
temporarily  retarding  their  export  and  consumption  in  the  capital. 
Thereafter,  grain  prices  in  Anatolia  moved  in  concert  with  Istanbul 
prices,  which  were  already  closely  linked  to  those  in  London.  The 
virtual  absence  of  rail  grains  in  Istanbul  until  1896,  while  it  derives 
partly  from  the  novelty  of  the  new  marketing  system,  also  coincides 
neatlv  with  the  trough  of  the  1873-1896  price  depression.  With  the 
subsequent  rise  in  prices  and  reduction  in  rail  transport  charges, 
rail  shipments  of  wheat  to  the  capital  increased. 

It  is  not  surprising  that  significant  amounts  of  Anatolian  wheat 
entered  the  Istanbul  market  around  1896,  at  the  beginning  of  an 
upward  movement  in  wheat  prices.  Production  and  transport  costs 
in  Anatolia  were  high.  Although,  with  government  encouragement, 
modern  agricultural  machinerv  was  coming  into  increasing  use, 
most  cultivators  produced  giain  with  primitive  implements  accord¬ 
ing  to  age-old  practices.  Anatolian  grain  exports  enjoyed  neither 
the  technological  advantages  of  the  American  farms  nor  the  mon¬ 
opolistic  wheat  export  policies  of  the  Russian  government.  Rather, 
production  costs  were  raised  by  the  apparent  but  as  yet  undocu- 

Haricivf  Arjivi  (Foreign  Office  archives,  Istanbul),  Ware  Tasnifi,  Dosva  191  and 
296;  /CCC,  December  19,  1896,  p.  501. 

^  Price  data  for  both  rail-area  and  foreign  wheats  was  available  from  the  JCCC  market 
summaries  for  eleven  years:  1893,  1896,  1898  -190.3,  and  1906-1908.  During  six  years  — 
189.3,  1898,  1899,  and  1906-1908  —  the  price  of  comparative  grades  of  rail  wheat  ex¬ 
ceeded  that  of  foreign.  As  will  be  demonstrated  shortly,  however,  most  Anatolian  wheats 
entering  the  Istanbul  market  probably  were  not  comparable  but  inferior  in  quality  to 
imported  wheat. 
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merited  increase  in  farm  laborers’  wages  resulting  from  sparse 
populations  and  the  spread  of  commercial  agriculture  offering  bet¬ 
ter  alternative  wage  opportunities  in  cash  crop  sectors  such  as  cot¬ 
ton.  Some  larger  landholders  sought  to  escape  these  labor  costs  by 
introducing  modem  equipment.'*” 

Already  bearing  high  production  costs,  goods  transported  to  the 
Istanbul  market  encountered  more  than  rail  charges.  In  any  cal¬ 
culation  of  total  shipping  costs,  wagon  or  camel  haulage  to  the  sta¬ 
tion,  as  well  as  storage  and  handling  charges  prior  to  rail  shipment 
naturally  must  be  included.  Further  fees  were  incurred  down  the 
line  on  the  quay  at  Haydarpasa  for  offloading  and  temporarv’  stor¬ 
age,  then  again  for  crossing  the  water  to  Istanbul.  In  1904,  railroad 
loading,  offloading,  quay  fees,  the  water  journey,  and  actual  rail 
haulage  (but  not  including  any  pre-haulage  transport  or  handling 
fees  in  the  interior),  represented  22  per  cent  of  the  market  price  of 
Anatolian  wheat  in  Istanbul.'** 

Contemporaries,  especially  merchants,  judged  these  rates  and 
fees  to  be  high.  While  such  accusations  are  not  unique  to  the  Ana¬ 
tolian  Railway  Compaii)’  and  form  part  of  a  contemporary  world¬ 
wide  cacophony  against  railroad  firms,  they  appear  in  this  case  to 
be  justified.  Turkish  underdevelopment  exercised  a  vital  influence 
on  railroad  freight  rates.  The  populace  remained  too  poor  to  pro¬ 
vide  a  broad  market  for  imported  goods  and  the  basically  unidirec¬ 
tional,  cxrastward  character  of  freight  traffic  in  effect  nearly  doubled 
transport  rates.  Also,  infertile  stretches  (especially  on  the  Konya 
section)  through  which  the  line  passed,  railway  company  control 
of  most  export  facilities,  and  the  kilometric  guarantee  system  all  may 
have  served  to  restrain  downward  movements  in  shipping  rates.'*^ 
Anatolian  Railway  Company  charges  appear  high  when  compared 
with  rail  rates  in  the  two  major  grain-producing  states,  the  United 

**  ZStA.AA,  Nr.  8730,  Bl.  46,  for  an  excelU-nt  1902  analysis  of  factors  piishinf'  up 
labor  costs;  also,  ibid..  Nr.  6725,  Bl.  139,  for  a  1912  report.  To  stimulate  wider  use  of 
modem  agricultural  eejuipment,  the  state  offered  import  duty  exemptions  and  sent  agronomists 
to  demonstrate  machinery  in  the  railroad  areas.  See,  for  example,  BBA:  Orman  1318, 
Sevval  Nr.  5;  Orman  1319,  Zilkade  Nr.  1;  Bab-i  Ali  Evrak  Odasi  (bercafter  BEO)  151706, 
159642,  178438  and  179836. 

**  Haulage  charges  were  103  piasters  and  handling  f«H‘s  63  piasters;  see  ZStA.AA,  Nr. 
15071,  Bl.  54.  and  Nr.  15070,  Bl.  12fr  126r.  Also.  Gabriel.  Les  Dcssous,  80.  These 
rates  marked  a  sharp  decrease  from  1893,  when  haulage  and  handling  charges  of  208 
piasters  comprised  32  per  cent  of  the  market  price  of  top-grade  Ankara  wheat. 

For  comparative  pur|>oses:  in  the  United  States,  the  very  low  charges  for  the  New 
York-Chicago  haul  accounted  for  about  9  per  cent  of  the  U.S.  selling  price  of  wheat. 
See  JCCC,  Febmary  29,  1908,  and  compare  with,  for  example,  L.  Girard,  “Transport,"  in 
The  Cambridne  Economic  History  of  Europe,  VI,  Part  1,  The  Industrial  Revolutions  and 
After  (Cambridge,  1966),  265. 

•'*  Hecker,  “Die  Eisenbahnen”  1539-1542;  A  +  P  1904,  lOlA,  Waugh  at  Istanbul, 
March  21,  1904;  and  FO  195/1977,  Shipley  at  Ankara,  December  6,  1897,  quoting  the  rail¬ 
way  report  of  Major  Law.  The  relationship  between  the  Anatolian  Railway  Company  as  a 
foreign-owned  enterprise  and  the  level  of  its  shipping  and  storage  charges  is  being  in¬ 
vestigated  by  the  present  writer. 
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States  and  Russia.  Yet  a  comparison  with  transport  rates  in  Bul¬ 
garia  and  Rumania,  the  two  big  competitors  in  the  Istanbul  market, 
is  perhaps  more  significant.  In  those  two  countries,  the  bulk  of 
grain  exports  were  carried  down  the  Danube  River  at  rates  as  low 
as  4  per  cent  of  the  ton-kilometer  rates  on  the  Anatolian  Rail¬ 
way.’^ 

Following  increases  in  world  wheat  prices  after  1896,  rail-shipped 
wheat  assumed  a  commanding  but  not  assured  position  in  the  Istan¬ 
bul  market.  The  inability  of  the  railroad  to  bring  the  capital  ir¬ 
revocably  into  its  orbit  stemmed  partially  from  the  world  market 
conditions  under  which  Anatolian  wheat  competed  for  the  Istanbul 
trade.  Nearby  major  grain-producing  states  enjoying  direct  water 
access  to  the  city  remained  important  elements  in  its  wheat  provi¬ 
sioning.  Grain  transport  from  the  Anatolian  interior  to  Istanbul,  by 
contrast,  required  breaking  the  rail  journey  at  Haydarpasa  for  water 
carriage  to  the  millers.  The  relative  cost  of  delivered  Anatolian 
wheat,  which  determined  its  competiveness,  also  derived  from  the 
level  of  Turkish  development.  Tlie  foreign-owned  line  with  monop¬ 
olistic  control  over  parts  of  the  transportation  chain,  the  backward¬ 
ness  of  Anatolian  agriculture,  the  lack  of  an  internal  market,  and 
the  nature  of  rail  traffic  exercised  a  certain,  often  decisive,  influence. 
And  finally,  the  government  decision  to  select  a  railroad  route  ac¬ 
cording  to  strategic  criteria,  while  itself  deriving  from  Ottoman 
backwardness,  functioned  to  weaken  further  the  impact  of  the  line 
as  an  economic  force. 

Anatolian  Flour  on  the  Istanbul  Market 

As  seen,  rail-shipped  Anatolian  wheat  assumed  a  position  of  major 
importance  in  the  post-1896  Istanbul  market.  Tlie  ingredients  of 
Istanbul  bread,  however,  arrived  in  two  forms:  both  as  wheat  later 

”  A  railway  company  director,  von  Cwinner,  declared  the  Anatolian  Railway  rates  to 
be  the  lowest  in  Europe,  overlooking  the  fact  that  in  many  countrit-s,  e.g.,  Germany,  rail¬ 
roads  were  instruments  of  national  economic  policy  and  their  rates  often  a  product  of 
internal  political  tximpromise.  In  Prussia,  grain  freight  rates  between  1891  and  1893  were 
0.15  piasters  tkm.  for  the  first  301  km.  and  0.10  piasters  thereafter.  But  in  1894,  a  higher, 
flat  rate  of  0.22  piasters  tkm.  was  introduced  as  part  of  the  post-Bismarckian  realignment 
in  imperial  Germany.  In  the  U.S.,  grain  shippers  paid,  around  1897,  as  little  as  the 
e<|uivaleiit  of  0.06  piasters  a  ton-kilometer  (about  0.4  cents  a  ton-mile)  for  tbe  Chicago- 
New  York  run  and  0.13  piasters  (0.9  cents)  elsewhere  in  the  country,  and  these  rates 
were  subject  to  widespread  rebating.  In  Russia,  about  1888,  wheat  shippers  paid  the 
equivalent  of  0.26  piasters  up  to  386  km.  but  0.08  piasters  a  ton-kilometer  for  tbe  next 
1,336  km.  These  rates  were  reduced  substantially  in  1893.  In  France,  on  the  Railway 
du  \ord,  rates,  for  a  run  ecjuivalent  to  the  Ankara-Haydarpaja  trip,  averaged  the  e(|uivaleiit 
of  0.07  piasters  tkm.  In  the  Danubian  areas,  the  river  continued  to  carry  over  70  per  cent 
of  all  exports.  Grain  shipments  down  the  river  cost  0.01  0.03  piasters  a  ton-kilometer. 
These  rates,  for  example,  were  11-33  per  cent  of  the  Chicago-New  York  rail  rates.  U.S. 
rates  quoted  were  derived  from  Fogel,  Railroads,  4,  24;  Taylor,  The  American  Railroad 
Network,  2;  and  Hugo  Richard  Meyer,  Government  Regulation  of  Railway  Rates  (New 
York,  1905),  esp.  4-10,  144,  164-165.  For  the  actual,  over-all  average  rate  on  “granger” 
railroads,  see  note  9. 


154  BUSINESS  HISTORY  REVIEW 


ground  by  millers  but  also  as  flour  which  had  been  milled  else¬ 
where."*^  The  city’s  total  breadstuff  receipts  can  be  determined  by 
reducing  the  wheat  arrivals  to  flour  equivalents  (flour  extracted 
from  wheat)  and  adding  these  equivalents  to  arrivals  of  flour.  The 
results  show  that  between  1889  and  1908,  one-  to  two-thirds  of  bread¬ 
stuff  receipts  usually  reached  the  city  as  flour.  Flour  from  the  rail¬ 
road  regions,  however,  normally  comprised  only  1  to  3  per  cent  of 
these  flour  receipts,  a  negligible  contribution  that  seriously  dimin¬ 
ished  the  line’s  overall  impact  on  the  supply  of  breadstuffs.  In  1902, 
for  example,  the  rail  share  of  wheat  receipts  peaked  at  94  per  cent 
while  flour  shipments  were  a  near-record  4  per  cent;  when  the 
volume  of  these  arrivals  is  compared  with  receipts  of  all  breadstuffs, 
the  railroad  contribution  falls  to  67  per  cent.'*'' 

Problems  of  quality  retarded  acceptance  of  Anatolian  wheat  by 
millers  and  consumers.  Insufficient  care  in  the  field,  permitting  a 
variety  of  grains  to  grow  together,  showed  itself  in  the  gathered 
har\'est.  Much  Anatolian  grain,  some  from  tax  farmers’  sales,  was 
melee,  a  mixture  of  wheat  with  r)’e  and  other  impurities,  a  problem 
that  was  exacerbated  by  railway  company  policy.  Until  1902,  the 
firm  imposed,  as  did  its  contemporaries  in  Europe  and  the  United 
States,  a  higher  .shipping  rate  on  ly'e  than  on  wheat.  In  Anatolia, 
some  unscrupulous  sliippers  mixed  rye  with  wheat,  and  although 
they  personally  benefitted  from  the  higher  selling  price  of  the  latter, 
their  actions  deterred  acceptance  of  the  grain  by  consumers  and, 
therefore,  by  millers.^'’* 

Anatolian  flour,  milled  in  the  interior  and  shipped  by  rail,  also  en¬ 
countered  formidable  competition  in  Istanbul,  from  the  higher- 
quality  production  of  the  Balkan  and  south  Russian  mills  and  from 
low-quality  but  commensurately  priced  Marseilles  flour.  The  Is¬ 
tanbul  price  of  rail-transported  Anatolian  flour  was  far  below  that  of 
all  foreign  flours  except  that  from  Marseilles  and,  during  its  ocea- 
sional  forays  into  the  Istanbul  market,  from  the  United  States,'*^ 

ZStA.AA,  Nr.  53736,  Bl.  36-38,  contains  a  good  summary  of  flour-milling  facilities 
in  Istanbul.  A  report,  drawn  from  a  r^mmon  source,  was  published  in  JCCC,  July  20, 
1895,  p.  338,  and  also  includes  a  surve-y  of  the  various  flours  consumed  in  the  city. 

Derived  from  market  summ.aries  in  Levant  Herald,  1889  1890  and  JCCC,  1892-1908. 
Supporting  tables  are  available  from  the  author.  During  12  years  of  the  period  under 
st»Kly,  the  railroad  regions  supjflied  1  per  cent  or  less  of  total  flour  receipts. 

^  Diistur,  birinci  tertib,  VII  (Ankara,  1941),  362  364,  for  an  1899  imperial  decree 
exempting  rye  from  internal  customs  duties  in  an  effort  to  deter  shippers  from  mixing  rye 
with  wheat.  JCCC,  June  14,  1902,  p.  185,  notes  the  railway  company  abolishing  the 
discriminatory  rate  against  rye.  See,  ZStA,AA,  Nr.  53736,  Bl.  30  and  JCCC,  March  14, 
1896  for  examples  of  miller  and  consumer  attitudes  towards  the  mixed  grain.  The  con¬ 
tinued  presence  of  melee  also  suggests  that  cultivators  were  not  committed  sufficiently  to 
the  cash  economy  to  take  the  stt’ps  necessary  for  the  removal  of  rye  from  the  wheat  fields. 

Market  summaries  in  JCCC,  1892-1908.  Marseilles  provided  over  one-half  of  flour 
receipts  in  two  years,  1900  and  1908,  and  more  than  one-quarter  of  the  annual  receipts 
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But  rail-shipped  Anatolian  flour  contributed  minimally  to  annual 
flour  receipts.  More  substantial  use  was  inhibited  by  the  presence 
of  impurities  that  rendered  Istanbul  milling  of  the  wheat  problem¬ 
atic  and  less  acceptable  to  consumers. 

The  crucial  problem,  however,  was  the  lack  of  Anatolian  mills 
capable  of  producing  desirable  flour  in  exportable  quantities.  Steam- 
powered  mills  of  either  the  traditional  millstone  or  roller  type  were  a 
rarity  in  the  interior.  To  found  industrial  enterprises,  entrepreneurs 
were  required  to  obtain  official  consent,  and  Ottoman  records  indi¬ 
cate  that,  during  the  period  1890-1908,  only  five  such  applications 
were  filed  for  the  Anatolian  Railway  districts.  On  the  Ankara  sec¬ 
tion,  permissions  were  granted  for  two  steam  mills  in  the  Adapazar 
area  and  two  near  the  Ankara  railroad  station  (bringing  the  total 
number  of  modern  mills  in  the  latter  town  to  three) .  The  only  steam 
mill  along  the  Konya  section  was  installed  by  a  high-ranking  Otto¬ 
man  official  who  gained  consent  in  1907  for  its  construction  near  the 
Konya  station.  Modem  mills  were  in  operation  elsewhere  but  were 
few  in  number  and  satisfied  primarily  local  needs.'*'*  The  maximum 
recorded  flour  shipments  by  rail,  to  unspecified  destinations,  reached 
only  18,000  tons  in  1913.  While  the  six-fold  increase  in  two  decades 
is  impressive  relatively,  the  peak  volume  of  rail-transported  flour 
represented  a  minor  factor  in  satisfying  the  appetite  of  Istanbul.'*’* 
The  government  encouraged  the  foundation  of  modern  mills  in 
the  provinces  with  tax  and  import  duty  exemptions  but  did  not  exe¬ 
cute  a  consistent  policy  towards  increasing  the  use  of  Anatolian 
wheat  and  flour  in  Istanbul.  Paternalistic  notions  of  government 
collided  with  official  programs  of  agricultural  development  and  with 
the  advantages  of  self-sufficiency  in  food.  The  state,  desiring  to 
provide  the  populace  with  inexpensive  bread,  refused  to  act  in  1894 
when  Istanbul  millers,  fearing  competition  from  foreign  flours,  de¬ 
manded  imposition  of  a  25  per  cent  import  duty.  Similarly,  it  re¬ 
jected  the  recommendation  of  its  own  agronomists  for  a  tariff  on 
imported  grains  as  a  means  of  stimulating  indigenous  production. 
In  any  event,  international  tariff  agreements  which  prohibited  uni¬ 
lateral  alteration  of  duties,  and  European  interest  in  preserving 
markets  in  the  Ottoman  Empire,  would  have  precluded  actual  im- 

in  1899  and  1907.  Rumania,  Bulf;aria  and  Russia  generally  furnished  between  67  and 
97  per  cent  of  the  flour  receipts. 

»"BBA:  BEO  86748,  112394,  202678;  Nafia  1316,  Safer  Nr.  5;  Nafia  1324,  Zilkade 
Nr.  1  and  Zilhicce  Nr.  2.  ZStA,AA,  Nr.  15071,  Bl.  22-27,  which  notes  that  the  Ankara 
mill  was  run  with  imported  coal.  Revue  Nr.  227,  February  28,  1906,  p.  139. 

’“Annual  Reports,  1889  1914.  In  the  1890s,  flour  shpiments  averaged  2,500  tons, 
climbed  to  an  annual  average  8,400  tons  between  1900  and  1910  and,  in  the  final  prewar 
years,  to  16,000  tons. 
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plementation  of  the  measures.^"  In  1896,  the  dual  roles  of  bread 
guarantor  and  development  agent  merged;  when  Anatolian  wheat 
prices  fell  below  foreign,  the  govemment  beneficently  protected  con¬ 
sumers  and  producers,  by  restricting  Istanbul  bakers  and  millers  to 
the  use  of  Ottoman  grains.  But  as  soon  as  the  price  of  indigenous 
wheat  rose,  it  abandoned  the  producers.  Further,  the  state  generally 
set  the  priee  of  bread  on  the  basis  of  the  lower-priced  wheat, 
whether  Ottoman  or  foreign  and,  in  short,  favored  the  Ottoman 
grain  consumer  over  the  Ottoman  producer.^  ^  By  doing  so,  it  exa¬ 
cerbated  the  problems  facing  Anatolian  wheat  in  its  competition 
with  foreign  wheats  and  flours. 

Coxcxusiox 

The  financial  performance  of  the  Anatolian  Railwa\'  Companv 
was  poor.  The  average  5  to  6  per  cent  dividend  annualK'  paid  be¬ 
tween  1891  and  1914  often  exceeded  actual  net  profits,  after  interest 
charges.  Other  yardsticks  support  this  conclusion.  Initial  invest¬ 
ment  capital  per  kilometer  was  considered  high,  as  a  result  of  both 
technical  difficulties  and  “speculative  excesses,”  and  the  same  view 
was  expressed  towards  general  overlu'ad  costs,  which  were  said  to 
be  inflated  by  clumsy,  wasteful,  and  highb  -paid  European  manage¬ 
ment.  For  the  German  financier,  investor,  and  government,  how¬ 
ever,  the  less  than  spectacular  profits  were  a  disappointment  that 
perhaps  was  offset  by  the  establishment  of  important  German  in¬ 
fluence  in  the  Ottoman  Empire.^- 

The  record  of  the  railroad,  when  viewed  from  the  Ottoman  side, 
likewise  is  mixed.  The  lack  of  branch  lines  ( a  vital  part  of  the  Amer¬ 
ican  railroad  system)  to  funnel  goods  more  chcaplv  to  the  Anatolian 

JCCC,  Oetdber  6,  1894,  p.  471  and  March  28,  1896.  The  slate  did  cooperate  in 
iiniM'dinj;  the  entry  of  U.S.  floxir  through  a  variety  of  ruses  concerning  its  gluten  content 
and  elasticity.  Gnnips  seeking  to  block  the  imposition  of  import  duties  included  foreign 
dijilomatic  representatives  and,  probably,  Istanbul  merchants  with  estidxlished  connections 
in  the  Hour-exporting  countries.  For  a  more  exhaustive  treatment  of  government  relations 
with  Istanbul  millers  and  bakers  and  the  xpiestion  of  bread  prices  in  Istanbul  see  M.  Hox'll, 
“The  Ticaret  Odasi:  Origins,  Functions,  and  Activities  of  the  Chamber  of  Commerce  of 
Istanbul,  188.7  1899,”  (doctoral  dissertation,  Ohio  State  University,  1973),  1-51  174. 

“  The  1897  Anatoli.m  contribution  to  Istanbul  wheat  receipts  may  have  residted  from 
the  government  decision  as  wr'll  as  from  the  war  with  Greece.  F'or  pn'ference  to  con¬ 
sumers,  see,  for  example,  JCCC,  March  7,  1896,  p.  109;  October  .5,  1896,  p.  469; 
November  16.  1901,  pp.  .361  362;  December  7,  1901.  p.  38.7;  and  May  17,  1902.  p.  173. 
Also,  JCCC,  Ap'il  2.7,  1896,  p.  199.  Fmcsniragement  to  producers  took  the  form  of  imi«)rt 
duty  exemptions  for  agricultural  machinery  (see  n.  29)  and  free  seed  grain  distribution  to 
cultivators  along  the  railroad  and  elsewhere.  See,  for  example,  BHA:  Orman  1312,  Safer 
Nr.  2;  Orman  1314,  Safer  Nr.  3;  Bb:0  160233,  203203  and  221964. 

^-Derived  from  flecker,  “Die  Fasenb;ihnen”  1082,  1.74.7  1-746  and  tables  on  1.7.74 
1.7.78.  Also,  Morawitz,  Lcs  finances,  .786  794.  The  pressure  which  the  Cennan  goxi'ni- 
ment  applied  to  bring  tbe  Deutsche  Bank  into  thi-  Bagd;ul  railway  jiroject  suggests  th;it 
tbe  bank  was  not  impressed  with  thr-  financial  performance  of  the  Anatolian  Hailway 
Company. 
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Railway  limited  its  impact  on  transport  patterns  in  the  interior, 
where  caravans  remained  vital  to  the  commercial  needs  of  a  large 
part  of  Anatolia.  Nonetheless,  the  modernity  of  the  transport 
system  inspired  the  beginnings  of  a  response  in  agriculture.  Within 
its  restricted  zone  of  influence,  the  railroad  brought  many  cultiva¬ 
tors  into  the  world  market  nexns,  facilitated  more  extensive  adoption 
of  commercial  agricnltiire,  and  stimnlated  an  important  shift  in  the 
origins  of  Istanbul  wheat.  The  battered  Ottoman  balance  of  pa\- 
ments  benefited  both  from  railroad  exports  and  partial  replacement 
of  imported  wheat  b\  indigenous  wheat  in  the  capital.  The  indus¬ 
trial  sector  remained  virtually  unchanged.  Continued  receipts  of 
imported  flour  underline  the  weakness  of  the  stimulus  to  industry 
and  render  the  significance  of  the  provisioning  shift  less  meaning- 
bil.  Fifteen  xears  after  completion  of  the  railroad,  foreign  sources 
still  satisfied  half  of  Istanbul’s  bread  ingredient  needs.  These  (juanti- 
ties  mark  not  only  the  presence  of  nearby,  water-linked  grain-pro¬ 
ducing  states  but  also  the  political  weakness  and  the  industrial 
and  agricultural  backwardness  of  the  Ottoman  Empire.  The  lack 
of  tariff  barriers  and  the  low  or  inconsistent  (jualit\’  of  Anatolian 
wh(*at  contributed  to  insufficiencv  in  flour  milling  facilities.  In¬ 
vestment  in  additional  modern  mills  remained  t(K)  risky  for  most 
entrt'preneurs,  both  in  Istanbul  and  in  the  interior  regions  now, 
ironically,  more  exposed  to  foreign  competition  by  the  railroad. 

The  railroad’s  major  contribution,  as  the  government  had  in¬ 
tended,  lav  not  in  economie  development  but  in  added  military 
strength.  By  making  possible  the  rapid  shuttling  of  tr(M)ps,  the  line 
eontributed  to  the  Ottoman  military  victor)^  in  the  1897  war  with 
Greece,  and  helped  prolong  Ottoman  resistance  in  World  War  I. 
The  capital  could  now  be  fed  in  wartime  from  indigenous  sources, 
with  fewer  of  the  severe  dislocations  such  efforts  previously  had 
caused. 

For  these  strategic  and  economic  benefits,  the  Ottoman  Empire 
paid  a  high  price.  The  subsid\'  paid  to  the  company  from  1893  to 
1909  totaled  3,500,(K)0  Turkish  pounds,  which  exceeded  the  total 
agricultural  tax  rev  enues  from  Ankara  province  during  those  )’ears. 
Put  another  way,  it  ecjualled  one-half  of  all  revenues  collected  in 
Anatolia  during  a  tv  pical  year  in  the  mid-1890s.  The  cost  may  have 
been  too  high.  Tlie  railroad,  splendid  in  its  technological  modernity, 
neither  restored  Ottoman  power  nor  stimulated  industrial  growth. 
Instead  it  further  harnessed  an  agrarian  economy  to  European  needs. 
Indeed,  as  a  strategic  instrument  of  the  government,  the  railroad  may 
have  served  to  stave  off  change  by  limiting  broader  economic  de- 
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velopment  while  helping  stabilize  the  military  power  of  the  existing 
regime  and  rewarding  European  backers  of  imperialism.  Looked 
upon  as  the  investment  of  an  industrial  nation  in  a  less  developed 
country,  the  railroad  provided  inadequate  compensation  for  the 
increased  indebtedness  and  economic  subordination  that  accom¬ 
panied  its  construction. 
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By  Robert  H.  Zieger 

ASSOCIATE  PROFESSOR  OF  HISTORY 
KANSAS  STATE  UNIVERSITY 

Herbert  Hoover,  the  Wage-earner,  and  the 
^^New  Economic  System,”  1919-1929* 

C Herbert  Hoovers  seven  years  as  Secretary  of  Commerce  raised  that 
department  to  a  level  of  prestige  and  influence  it  has  not  known  since. 
In  the  prosperity  of  the  1920s,  real  wages  rose  rapidly,  the  wage-earners’ 
standard  of  living  began  to  resemble  that  of  white-collar  groups,  and 
all  that  remained,  it  seemed,  was  to  replace  the  traditional  antagonism 
between  employer  and  worker  with  a  system  that  would  give  the  latter 
a  voice  in  plant  decisions.  In  this  climate,  “welfare  capitalism”  and 
company  unions,  encouraged  by  Hoovers  department,  flourished  for  a 
time.  Professor  7Acger  shows  that  Hoover  never  realized  that  the  wage- 
earner  couhl  have  no  effective  representation  through  company-sponsored 
schemes.  By  the  late  1920s,  some  academic  experts  posited  the  virtual 
demise  of  the  labor  movement  unless  it  found  a  means  of  transcending 
the  limitations  that  the  circumstances  of  the  New  Era  and  its  own 
weaknesses  imposed. 

In  common  with  many  of  his  generation,  Herbert  Hoover 
came  to  view  the  labor  question  as  liberal  capitalism’s  greatest 
challenge.’  Repeatedly,  in  the  eighteen  months  after  his  return 
from  Europe  in  1919,  ho  called  for  the  creation  of  a  “new  eeonomic 
system’’”  that  would  step  up  output  and  increase  efficiency.  He 
believed  that  unless  the  country  could  enlist  workers  through  a 
.system  of  representation  in  the  campaign  to  increase  productivity 
and  eliminate  waste,  it  could  not  meet  the  demands  of  the  post¬ 
war  world.  For  seven  years  as  Secretary  of  Commerce  he  effectively 
encouraged  these  aims.  At  the  same  time,  however.  Hoover  did 

Buieiness  History  Retiew,  Vol.  LI,  No.  2  (Summer,  1977).  Copyright  ©  The  President 
and  Fellows  of  Harvard  College. 

•  A  version  of  this  paper,  virtually  identical  in  content,  was  presented  at  the  April 
Seminar,  H<K>ver  Presidential  Library,  April  25,  1974.  I  wish  to  thank  the  Kansas  State 
University  Board  of  General  Research  for  financial  assistance  in  the  preparation  of  this 
paper  and  Dr.  Robert  Wood,  Assistant  Director  of  the  Herbert  H<Miver  Presidential  Library, 
for  his  invaluable  aid  in  locating  materials. 

‘  Haggai  Hurvitz,  “The  Meaning  of  Industrial  Conflict  in  Some  Ideologies  of  the  Early 
1920’s:  The  AFL,  Organized  Employers  and  Herbert  Hoover”  (doctoral  dissertation,  Colum¬ 
bia  University,  1971),  20;  Robert  H.  Zieger,  Republicans  and  Labor,  1919  1929  (Lexing¬ 
ton,  Ky.,  1969),  1-9. 

“  Hoover  used  this  phrase  on  November  16,  1920  in  a  presentation  before  the  AFL 
Executive  Council.  “Industrial  Waste  Committee  —  AF  of  L  Correspondence,”  Pre-Commerce 
Papers,  Herbert  Hoover  Presidential  Library  (HHPL).  This  document  is  unidentified  as  to 
authorship,  but  see  Hurvitz,  “The  Meaning  of  Industrial  Conflict,”  256-258  for  convinc¬ 
ing  evidence  of  Hoover’s  authorship. 


not  similarly  promote  eflFective  worker  representation  in  industry, 
although  he  had  identified  this  goal  as  basic  to  the  achievement  of 
the  others.  Impressed  by  the  apparent  efficacy  of  welfare  capital¬ 
ism,  proud  of  the  prosperity  enjoyed  by  wage-earners,  and  aware 
of  the  parochialism  and  lassitude  of  the  AFL,  Hoover  muted  his 
earlier  insistence  upon  meaningful,  democratic,  and  independent 
participation  by  workers  in  the  economic  system.  If  indeed  the  full 
realization  of  Hoover’s  goals  required  such  participation,  liberal 
capitalism  by  1929  rested  upon  an  unsound  basis,  a  weakness  that 
the  onset  of  the  Depression  helped  to  expose.-’ 

Behveen  1919  and  1921,  Hoover  developed  and  articulated  his 
concept  of  a  new  economic  system.  In  speeches,  press  conferences, 
and  magazine  articles,  he  addressed  himself  to  the  economic  and 
social  challenges  that  would  face  the  country  in  the  immediate 
future.  Unlike  many  Americans,  he  saw  in  the  social  tunnoil 
following  the  war  no  tlireat  of  radical  takeover  or  basic  attack  on 
“the  American  way.”  He  did  hold  that  in  the  interrelated  problems 
of  production,  efficiency,  and  industrial  relations  lay  the  real  chal¬ 
lenge  and  the  real  opportunity  to  forge  a  new  and  modem  cxionomic 
system,  one  that  would  build  upon  the  country’s  traditions  of  vol¬ 
untarism,  free  enterprise,  and  democracy.  To  H(X>ver,  the  great 
strikes  of  1919  were  only  symptomatic  of  deeper  problems,  problems 
that  would  yield  to  expert  knowledge,  s\’mpathetic  understanding 
of  the  difficulties  facing  workers  and  employers,  and  reliance  on 
basic  American  values. 

In  scores  of  speeches  and  articles.  Hoover  hammered  away  at 
the  theme  of  productivity.  Not  only  did  Europe  clamor  for  America’s 
goods,  but  our  own  citizens,  including  notably  wage-earners,  legiti¬ 
mately  expected  a  rising  standard  of  living.  In  Hoover’s  view, 
traditional  capitalism  and  socialism  were  equally  bankmpt.  Society 
had  to  find  a  way  to  increase  productivit)'  and  extend  its  benefits 
to  the  entire  citizenrx',  not  through  increasing  the  demands  on 


On  Hoover  and  labor  in  general,  see  Stephen  J.  Scheinberg,  “The  Development  of 
Corporation  Labor  Policy,  1900-1940”  (doctoral  dissertation.  University  of  Wisconsin, 
19fi0),  esp.  140  151;  Ronald  Radosh,  “The  Development  of  the  Corporate  Ideologv  ol 
American  Labor  Leaders,  1914-1933”  (doctoral  dissertation.  University  of  Wisconsin, 
1967),  esp.  81-94,  149-1.55,  and  187-188;  David  Walter  Eakins,  “The  Development  of 
Corporate  Liberal  Policy  Research  in  the  United  States,  1885-196.5”  (doctoral  disserta¬ 
tion,  University  of  Wisconsin,  1966).  158-170;  and  Hurvitz,  “The  Meaning  of  Indus¬ 
trial  Conflict,”  passim.  Scheinberg,  Radosh,  and  E;ikins  were  all  stndi'iits  of  William  A. 
Williams,  whose  writings  (e.g.,  Th,-  Contours  of  American  History  [Cleveland,  1961;  page 
references  to  paperback  edition,  196GJ,  415  and  424  -432;  Some  Presidents:  Wilson  to  Nixon 
[New  York,  1972],  33-49)  have  stimulated  widespread  re-examination  of  Hoover.  Joan 
Hoff  Wilson,  Herbert  Hoover:  Forgotten  Progressive  (Boston,  1975)  touches  on  Hoover  and 
labor  33-34,  and  94-98.  See  also  Robert  H.  Zieger,  “Labor,  Progressivism,  and  Herbert 
Hoover  in  the  1920’s,”  Wisconsin  Magazine  of  History,  LVlll,  No.  3  (Spring,  197.5),  196 
208  and  Republicans  and  Labor. 
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workers  or  through  government  ownership,  but  through  the  applica¬ 
tion  of  scientific  principles  of  management  within  a  setting  of  vol¬ 
untarism  and  through  expert  leadership.  Government,  he  held, 
would  inevitably  play  a  key  role,  but  primarily  as  a  coordinator, 
mediator,  and  information-dispenser,  not  as  a  coercive  or  restrictive 
force.^ 

While  the  nation’s  future  depended  on  productivity.  Hoover  also 
stressed  that  “maximum  production  cannot  be  obtained  without 
giving  a  voice  in  the  administration  of  production  to  all  sectors  of 
the  communit\\” As  an  engineer  in  touch  with  the  maturing 
scientific  management  movement,  he  knew  well  that  efforts  to 
subject  workers  to  arbitrar)’  systems  of  production  without  their 
consent  invariably  ended  in  failure.  He  applauded  the  War  Labor 
Board’s  sponsorship  of  employee  representation  as  a  means  of  in¬ 
suring  fairness  and  efficient  production  during  the  conflict.  Indeed, 
he  believed  that  the  fair,  democratic,  and  independent  representa¬ 
tion  of  working  people  in  industr)'  —  in  matters  concerning  produc¬ 
tion  no  less  than  in  matters  touching  their  direct  welfare  —  was 
crucial  to  the  success  of  the  effort  to  step  up  productivity.  “Industry 
must  be  humanized,’’  he  asserted.”  Modem  factories  with  their 
necessarily  large-scale  operations  discouraged  personal  contact  be¬ 
tween  managt*ment  and  employees.  He  insistt*d  that  American 
industry'  had  to  “re-establish  through  organized  representation  that 
personal  cooperation  betxveen  employer  and  emplo)ee  .  .  .  that 
was  a  binding  force  when  our  industries  were  smaller.”  ’  Opposing 
repression  as  a  solution  to  labor  unrt*st.  Hoover  instead  proclaimed 
the  need  to  enlist  workers’  loxalty  and  cooperation  through  recog¬ 
nizing  their  legitimate  desire  for  a  rising  standard  of  living  and 
through  developing  plans  for  genuine  worker  representation.  He 

•  See  Hunit/,  “The  Moaning;  of  Industrial  Conflict,”  for  the  best  overall  presentation 
of  Hoover’s  ideas  during;  this  p<‘riod.  Providing  a  suggestive  context  into  which  to  place 
Hoover’s  views  are  Charles  Forcey,  The  Crossrixuls  nf  Liheralism:  Croly,  Weyl,  Lippmann 
and  the  Prof’ressivc  Era,  1900  1925  (New  York,  1961;  page  references  to  paperback  edi¬ 
tion,  1967),  35  37,  83,  157-158,  166,  183,  190;  and  James  Gilbert,  Df-rigning  the  In¬ 
dustrial  State:  The  Intellectual  Pursuit  of  Collectivism  in  America.  1880  1940  (Chicago, 
1972),  esp.  ch.  4.  See  also  Ross  Thomas  Runfola,  “Hi-rbert  C.  Hoover  as  Secretary  of 
Commerce,  1921-1923:  Domestic  Economic  Planning  in  the  Harding  Years”  (doctoral 
dissertation.  State  University  of  New  York -Buffalo,  1973)  and  Evan  B.  Metcalf,  “Secretary 
Hoover  and  the  Emergence  of  Macroeconomic  Management,”  Business  History  Beview, 
XLIX.  No.  1  (Spring,  1975),  60  80.  The  work  of  Ellis  W.  ILawley  (e.g.,  “Herbert  Hoo- 
v»-r,  the  Commerci:  Secretariat,  and  the  Vision  of  an  'Associative  State,’  1921  1928,” 
Journal  of  American  History,  LXI,  No.  1  [June,  1974],  116-140)  is  richly  suggestive  on 
the  imi>ortance  of  Hoover’s  political  economy. 

®  Hoover,  “Address  at  .  .  .  American  Institute  of  Mining  and  Metallurgical  Engi¬ 
neers  .  .  .  ,  ”  November  16,  1919,  in  Addresses,  Letters,  Magazine  Articles,  Press  State¬ 
ments,  etc.  (item  no.  25),  HHPL. 

•  Hoover,  “Foreword,”  to  “America  and  the  New  Era,”  by  M.  Friedman,  February  4, 
1920  (item  no.  42A),  HHPL. 

•  Hoover  address,  “Economic,  Social,  and  Industrial  Problems  Confronting  the  Na¬ 
tion  .  .  .  ,”  April,  1920  (item  no.  55A),  HHPL.  New  York  Times,  February  18,  1920. 
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was  convinced  “that  the  vast  majority  of  American  labor  funda¬ 
mentally  wishes  to  co-operate  in  production”  and  that  workers  would 
respond  enthusiastically  to  efforts  to  increase  productivity  and  to 
eliminate  waste,  so  long  as  their  own  needs  and  interests  were  pro¬ 
tected  through  representation.*^ 

Hoover  s  views  on  these  matters  represented  a  synthesis  of  several 
broad  streams  of  recent  thought  and  action  concerning  the  labor 
problem.  Since  the  1890s,  businessmen  had  been  experimenting 
with  various  forms  of  welfare  capitalism.  At  the  same  time,  tech¬ 
nological  change  and  new  management  techniques  were  restructur¬ 
ing  traditional  job  classifications  and  patterns  of  shop  level 
supervision;  increasingly,  the  personnel  manager  challenged  the 
foreman  as  the  arbiter  of  employee  relations.  Moreover,  engineers 
and  efficiency  experts  contributed  to  the  vigor  and  sense  of  change 
emanating  from  the  countr)'’s  shops  and  factories  as  they  applied 
and  enlarged  upon  the  work  of  Frederick  W.  Taylor.  Although 
American  business  harbored  its  bitter-end  advocates  of  the  open 
shop  and  its  antilabor  corporations,  some  unionists  found  it  ex¬ 
pedient  to  cooperate  with  businessmen  through  such  vehicles  as 
the  National  Civic  Federation.  With  his  unique  international  back¬ 
ground  in  engineering,  business,  and  social  concern.  Hoover  fol¬ 
lowed  these  diverse  trends  closely;  in  addition,  he  had  seen  during 
his  lengthy  stay  in  Great  Britain  the  need  of  modern  societies, 
whether  in  war  or  peace,  to  mobilize  and  secure  the  loyalt)'  of  their 
working  people.  Emerging  as  a  national  leader  in  the  postwar 
period.  Hoover  developed  a  synthesis  of  these  diverse  initiatives  in 
industrial  relations,  one  that  partook  of  the  experiences  of  business¬ 
men,  engineers,  efficiency  experts,  trade  unionists,  and  wartime 
administrators,  but  one  that  met  the  exacting  requirements  of  the 
American  individualism  upon  which  he  based  his  view  of  postwar 
society  as  well.  In  1919-1920,  many  prominent  Americans  sought 
to  resolve  the  problem  of  industrial  conflict,  but  Hoover  brought  a 
powerful  combination  of  experience,  intellectual  acuity,  and  bold¬ 
ness  to  the  task.” 


®  Hoover  address,  April.  1920  (item  no.  55A),  HHPL.  For  other  expressions  along 
these  lines,  see  also  Hoover  address  before  Boston  Chamber  of  Commerce,  March  24,  1920 
(item  no.  53),  HHPL;  Hoover  testimony.  May  14,  1920,  in  U.S.,  Congress,  Senate,  Com¬ 
mittee  on  Education  and  Labor,  Hearing  ...  on  the  Report  rtf  the  Industrial  Conference, 
66  Cong.,  2  Sess.,  1920,  25-42;  and  Hoover’s  remarks  before  AFL  Executive  Council, 
November  16,  1920,  cited  in  note  2. 

*  In  addition  to  sources  cited  in  notes  3,  4,  and  18,  see  Wilson,  Herbert  Hooter,  33-43 
and  Gary  Dean  Best,  The  Politics  of  American  Individualism:  Herbert  Hoover  in  Transi¬ 
tion,  1918-1921  (Westport,  Conn.,  1975),  v-vi,  and  91-107.  A  lucid  account  of  the 
changing  structure  of  the  American  factory  system  and  attendant  developments  in  em¬ 
ployee  relations  in  the  progressive  era  is  found  in  Daniel  Nelson,  Managers  and  Workers: 
Origins  of  the  New  Factory  System  in  the  United  States,  1880-1920  (Madison,  1975). 
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After  his  return  from  Europe,  Hoover  had  t%vo  formal  oppor¬ 
tunities  to  develop  the  implications  of  these  ideas.  Late  in  1919, 
President  Wilson  appointed  him  vice-chairman  of  the  President’s 
Second  Industrial  Conference,  while  in  the  fall  of  1920  he  was 
elected  president  of  an  engineering  body  dedicated  to  developing 
enlightened  solutions  to  stx^ial  problems.  In  both  roles.  Hoover 
energetically  expounded  his  v'iews,  established  contacts  with  aca¬ 
demicians,  laborites,  and  businessmen,  and  formulated  concrete 
plans.  Though  these  efforts  bore  few  immediate  results,  they  did 
provide  him  with  a  public  fonun  and  a  body  of  experience  upon 
which  he  could  draw  during  his  years  in  the  cabinet. 

The  Sec  ond  Industoial  Congress 

Hoover  (juickly  emerged  as  the  leading  figure  in  the  Second  In¬ 
dustrial  Conference.  Its  Report  was  primarily  his  handiwork,  artic¬ 
ulating  his  overall  anabsis  of  the  economic  system  and  focusing 
on  the  central  significance  of  worker  representation.  Issued  in 
March  1920,  after  three  months  of  preparation,  it  asserted  Hoover’s 
view  of  the  close  connection  among  economic  growth,  reduction  of 
waste,  and  worker  participation.’"  Its  major  recommendation  was 
an  imaginative  and  sophisticated  plan  to  settle  industrial  disputes, 
a  plan  that  strongb'  endorsed  collective  bargaining  and  voluntary 
processes  of  implementing  it,  positing  for  government  a  creative 
and  influential,  but  strictlv  non-compulsor\',  role.  The  Report  also 
stressed  the  need  for  worker  representation  in  industry,  advocating 
secret  democratic  election  of  the  workers’  representatives  who  were 
to  be  involved  in  its  dispute-settling  machiner)’.  Holding  that  the 
settlement  of  labor  conflict  “must  come  from  the  bottom,  not  the 
top,”  it  called  for  “deliberate  organization  ”  of  the  relationship  be¬ 
tween  workers  and  emplo)’ers  at  the  plant  or  shop  level.  Echoing 
Hoover’s  lament  that  modern  industrx’  had  occasioned  the  “loss  of 
personal  contact,”  the  Report  called  for  “employee  representation” 
on  the  shop  level  as  a  means  of  reintroducing  the  productive  and 
mutually  helpftil  personal  relationships  that  had  formerly  pre¬ 
vailed.” 

Nelson’s  Uncmploijmrnt  Insurance:  The  American  Experience,  1915  1935  (Madison, 
1(>69),  22,  30,  36,  37,  38,  39,  75,  129,  and  passim  examines  an  iiniwrtant  aspect  of  the 
“New  Emphasis”  in  employee  relations  and  indicates  Hoover’s  place  in  its  development 
and  articulation. 

**  For  H<K>ver’s  seminal  role  in  the  Conference  and  his  authorship  of  its  most  significant 
items,  see  llurvit/,  “The  Meaning  of  Industrial  Conflict,”  174  187;  Best,  The  Politics  of 
American  Indicidualism,  38-.5.3;  and  Best,  “President  Wilson’s  Second  Industrial  Con- 
ferentv,  1919  1920,”  Lidmr  History,  XVI,  No.  4  (Fall,  197.5),  .50.5  .520. 

'*  President’s  Second  Industrial  Conference,  Report  of  the  Industrial  Conference  Called 
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Neither  the  Report  nor  Hoover’s  subsequent  public  statements 
in  its  behalf  was  entirely  clear  as  to  the  exact  meanings  to  be 
attached  to  such  concepts  as  “collective  bargaining”  and  “emplovee 
representation”  or  “shop  councils.”  In  general,  Iloov^er  believed 
that  the  role  of  conflict  and  violence  in  industrial  relations  would 
diminish  as  rational  personnel  policies  and  expanding  produetivit\' 
gained  ground.  Labor  unions  had  a  role  to  play  in  the  emerging 
economic  system,  but  they  would  be  supplemented  by  other  forms 
of  employee  representation.  The  term  “collective  bargaining”  had 
two  meanings.  As  a  reflection  of  existing  reality,  it  entailed  formal, 
signed  contracts  between  labor  unions  and  emphners,  arrived  at 
through  processes  of  negotiation  that  sometimes  involved  strikes, 
lockouts,  and  other  forms  of  industrial  conflict.  Hoover  favored 
collective  bargaining  in  this  sense  as  a  flawed,  but  neeessar\’,  in¬ 
strument.  He  fre(|ueutly  spoke  out  in  behalf  of  unionists  who  sought 
to  bargain  in  good  faith,  defended  the  right  to  strike,  opposed  com¬ 
pulsory  adjudication  of  disputes,  and  castigated  employers  who 
were  unwilling  to  enter  into  collective  bargaining. 

However,  just  as  trade  unionism  was  not  the  only  form  of  em¬ 
ployee  representation,  this  conflict  model  of  collective  bargaining 
was  not  the  only  form  of  negotiation  and  communication  between 
workers  and  managers.  As  Hoover  saw  it,  in  the  modem  factory  the 
trade  union  would  be  supplemented,  and  possibly  supplanted,  by 
the  shop  council.  It  was  necessary  for  shop  committees  to  stand 
apart  from  the  formal  trade  union  apparatus  for  two  reasons.  F’irst, 
H(K)ver  rejected  the  closed  or  union  shop  as  coercive;  hence,  in¬ 
evitably  there  would  be  non-union  workers  in  most  plants,  workers 
whose  rights  to  representation  in  company  affairs  had  to  be  re¬ 
spected.  Second,  the  power  of  craft  union  traditions  in  the  American 
labor  movement  and  the  consistent  inabilitv  of  the  AFL  to  forge 
instruments  of  mass  organization  insured  that  if  organized  at  all,  a 
given  faetorv  would  be  represented  by  several  individual  unions. 
Shop  committees  apart  from  the  trade  unions  would  represent 
workers  according  to  their  actual  roles  in  the  affairs  of  the  company 
and  not  in  accordance  with  arbitrarv  and  increasingly  anachronistic 
notions  of  craft.  Shop  committees  would  not  negotiate  contracts 
but  rather  would  undertake  the  significant  tasks  of  expressing 


htj  the  VrcsUIcnt  [dated  March  6,  1920],  in  U.S.,  Department  of  Lalror,  Annual  Hcport 
for  1920  (Washington,  1921),  236  271.  The  words  quoted  appear  on  pp.  236  238.  'lire 
irhraseolony  of  the  licport  and  of  Hoover’s  testimony  before  the  Senate  Committee  on 
i.alxir  and  Kdneation  in  its  hehalf  closely  parallels  the  language  employed  hy  the  Whitley 
Committee  in  its  famous  1917  report  which  made  similar  recommendations  on  the  future 
of  industrial  relations  in  Great  Britain.  See  H.  A.  Clegg,  The  System  of  Industrial  Relations 
in  Great  Britain  (Oxford,  U.K.,  1970),  185  186. 
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workers’  views  about  production  problems,  handling  welfare  mat¬ 
ters,  voicing  grievances,  and  in  general  communicating  in  a  con¬ 
structive  way  on  a  regular  basis  with  representatives  of  management. 
Since  the  application  of  new  technologies  and  new  methods  of 
coordination  would  spur  productivity  and  create  more  for  all,  this 
kind  of  common  meeting  (called  by  one  scholar  “collective  deal¬ 
ing”)  would  permit  efficient  managers  to  communicate  to  well- 
informed,  prosperous  workers  the  details  of  their  growing  stake  in 
the  company  and  the  economic  system. 

Hoover  always  affirmed  that  labor  unions  had  a  role  in  the 
emerging  economic  system,  especially  since  the  American  labor 
movement  had  been  so  loyal,  conservative,  and  sensible  in  the  past. 
Still,  Hoover’s  response  to  actual  instances  of  labor  conflict  revealed 
sharp  limitations  to  his  willingness  to  grant  legitimacy  to  trade 
unionism.  A  union  that  sought  soberly  and  cautiously  to  bargain 
in  good  faith  with  an  employer  would  win  his  approval.  However, 
a  labor  mova*ment  that  turned  militant  or  resorted  to  aggressive 
political  action  would  forfeit  its  claim  to  be  part  of  the  new  eco¬ 
nomic  system.  Given  the  passing  of  American  industr\'  into  the 
hands  of  educated,  public-minded  managers,  given  the  good  sense 
and  conservatism  of  Samuel  Gompers  and  his  lieutenants,  and  given 
the  productivit)’  and  enterprise  of  “the  American  way,”  it  seemed 
to  H(K>ver  that  his  notions  of  “collective  bargaining”  and  “employee 
representation”  were  eminently  practical  and  clearly  realizable 
within  the  framework  of  existing  industrial  relations.’ - 

After  the  issuance  of  the  Report,  H(M)ver  served  as  its  chief  public 
advocate.  In  a  series  of  speeches  and  articles,  as  well  as  in  testimony 
before  the  Senate  Committee  on  Education  and  Labor,  he  urged 
action  on  its  recommendations  and  support  for  its  underlying  con¬ 
cepts.  Criticism  came  primarily  from  two  sources:  businessmen 
alarmed  by  its  endorsement  of  collective  bargaining  and  worker 
representation;  and  organized  labor,  whose  leaders  liked  neither 


Tho  obser\  ations  in  theso  thrcM-  paragraphs  arc  drawn  from  an  examination  of  the 
entire  spectmm  of  Hoovc-r’s  public  career  as  it  related  to  labor  matters.  See  Reports  of  the 
Intlustrial  Conference,  254  256;  Best,  The  Politics  of  American  Individualism,  45  47;  and 
Hur\-itz,  “The  Meaning  of  Industrial  Conflict,”  174  187.  'fhe  Second  Industrial  Con¬ 
ference  generated  a  considerable  amount  of  testimony,  as  well  as  many  reports  and 
working  papers  on  the  siihject  of  employee  representation  and  its  relationship  to  trade 
unionism  and  collective  bargaining.  These  materials  are  housed  in  the  William  B.  Wilson 
Papers,  Pennsylvania  Historical  Society,  Philadelphia.  Wilson  was  the  chairman  of  the 
Conference,  hut  Hoover  as  vice-chairman  presided  over  most  of  the  meetings  held  while 
th»'se  materials  were  develoiK’d.  The  scholar  ipioted  is  Carroll  E.  Fr»'iich  in  The  Shop 
Committee  in  the  United  Stales,  Johns  Hopkins  Studies  in  Historical  and  Political  Science, 
XLI  (Baltimore,  1923),  .53.  Hoover’s  clearest  c-xpressions  are  in  Herbert  Hoover,  “Colliers’ 
Strike  Cure  —  And  its  Critics,”  October  2-5,  1920,  reprint  in  Addrr-sses,  Letters,  Magazine 
Articles,  Press  Statements,  etc.  (item  no.  100),  HHPL;  and  Hoover,  Testimony,  May  14, 
1920,  2.5  42.  See  also  Zieger,  Republicans  and  Labor,  passim. 
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the  emphasis  on  shop  committees  nor  the  intricate  mediation 
plan.*-’  In  his  defense  of  the  Report,  Hoover  criticized  the  narrow 
minded  employers  who  failed  to  appreciate  the  legitimacy  of 
workers’  grievances.  He  reiterated  his  call  for  “open  and  frank 
relations”  between  labor  and  capital,  attacking  those  who  viewed 
repression  as  an  answer  to  industrial  unrest.  He  denounced  em¬ 
ployers  who  might  endorse  the  notion  of  emplovee  representation 
while  seeking  in  fact  to  use  it  for  anti-union  purposes.” 

Hoover  acknowledged  that  organized  labor  had  rejected  the 
Conference’s  recommendations.  He  argued,  however,  that  labor 
had  been  hasty  and  imprecise  in  its  reaction;  he  felt  confident  that 
many  laborites  would  reverse  their  stand  when  thev  studied  the 
dispute-settling  plan  more  carefully.  He  noted  that  the  AF'L’s 
criticisms  centered  on  the  Report's  advocac\'  of  shop  committees 
and  remarked  that  this  aspect  of  its  recommendations  was  “purelv 
voluntary  .  .  .  and  has  no  relationship  to  legislation.”  When 
asked  whether  employers  had  in  fact  used  representation  plans  to 
thwart  unionism,  he  replied  that  on  occasion  the  idea  “has  been 
used  against  organized  labor.”  But,  he  added,  unwittinglx  lending 
support  to  organized  labor’s  fears,  “I  would  not  want  to  sa\'  that 
it  has  been  used  to  the  detriment  of  the  employee,”  thus  express¬ 
ing  the  verv  dichotomv  between  worker  and  union  that  laborites 
so  vehementK’  rejected.  In  none  of  his  remarks  did  Hoover  clarifv 
his  \iew  of  the  precise  nature  of  shop  committees.  He  asserted 
their  compatibilitv  with  trade  unionism  and  scolded  those  who 
might  emplov  them  to  discredit  unions.  But  he  did  not  respond  to 
labor’s  verx'  real  fears  about  the  challenges  to  its  goals  seeminglx 
inherent  in  anv  s\  stem  of  representation  that  did  not  rest  firmb'  and 
exclusively  on  trade  unionism.  Indeed,  his  testimon\-  obscured  the 
issue,  for  it  reiterated  the  central  importance  of  “trying  to  re¬ 
establish  an  intimate  relationship  directlv  between  the  employer 
and  the  emphnee,”  while  at  the  same  time  dismissing  labor’s  fears 
bv  underlining  the  “purely  voluntarx”  nature  of  the  shop  com¬ 
mittees  that  the  Report  espoused.” 

For  opposition  ainonK  businossnu-n,  set-  Hoover  acldrcss  before  Boston  Cbainlier  of 
Connneree,  cited  in  note  8,  and  Hnrvitz,  “The  Meaning  of  Industrial  ConHict,”  220  221. 
For  labor’s  objections,  ibid.,  221  222;  Philip  A.  T;ift,  Tbc  A.F.  of  L.  in  the  Time  of 
Gonipers  (New  York,  19.57),  400  401;  Sanniel  Gonipers’  statement  of  March  19,  1920, 
rjuoted  in  William  English  Walling,  American  Labor  and  American  Democractj  ( 2  sols, 
in  1;  New  York,  1926),  II,  33.  Ihmitz  hails  the  lieport  as  a  major  and  innovative  step 
toward  jinblic  endorsement  of  unionism  and  seen  s  jjerplexed  by  labor’s  rejection  of  its 
recommendations  (Hnrvitz,  “The  Meaning  of  Industrial  Conflict,’’  222  22.3). 

**  H(K)ver  a<l<lress  before  Boston  Chamber  of  Commerce’,  cited  in  note  8;  Hoover 
testimony  in  Uearinp,  .  .  .  (m  the  lieport  of  the  Industrial  Conference,  33  .39. 

'-■Ibid.,  3.5  .36,  38  39,  41. 

'»  Ibid.,  36. 

‘7  Ibid.,  36. 
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Despite  Hoover’s  vigorous  public  aclvocucA',  the  Conference’s 
recommendations  received  little  serious  public  attention.  None 
were  enacted  or  made  part  of  public  poliev.  The  abrupt  decline  of 
labor  turbulence,  the  onset  of  the  1920  presidential  campaign,  and 
the  growing  prominence  of  the  League  of  Nations  debate,  together 
with  the  tepid  reception  bv  both  labor  and  business,  all  helped  to 
shelve  the  recommendations.  Increasingh’,  Hoover  turned  to  the 
engineering  movement  in  an  effort  to  stimulate  greater  public 
awareness  of  economic  problems  and  as  a  means  of  undertaking 
vigorous  action. 


Tiik  Exgixkkiunt.  Movkmkxt 

In  November  1920,  H(M)ver  accepted  the  president^'  of  the  Fed¬ 
erated  /\merican  Engineering  Societies.  For  several  \ears,  a  num¬ 
ber  of  influential  progressives  in  the  profession  bad  encouraged 
engineers  to  use  their  expert  knowledge  and  their  keen  awareness 
of  production  and  efficienc\‘  matters  to  devebip  rational  solntions  to 
social  problems.  These  engineers  envisaged  their  profession  as  an 
independent,  apolitical  force  that  conld  reshape  public  debate  on 
major  issues.'’*  Hoover  shared  their  vision.  He  spoke  of  one  bnn- 
dred  thousand  engineers  who  bad  carried  forth  the  war  effort  bv 
virtue  of  their  technical  abilities  and  high-minded  dedication.  “The 
problems  facing  America  todav,”  be  wrote  in  1920,  “if  attacked  in 
the  scientific  spirit,  will  yield  similar  happv  results.”  Established 
in  1920  as  a  kind  of  cauctis  of  progressive  elements  in  the  several 
engineering  societies,  the  FAES  was  the  institutional  embodiment  of 
this  enthusiasm.'® 

As  President  of  FAES,  Hoover  focused  intentlv  on  labor  matters. 
Before  and  during  the  war,  a  nnmber  of  industrial  engineers  had 
worked  closely  with  organized  labor  to  solv'^e  problems  of  produc¬ 
tion,  efficienev,  and  labor  use.  While  the  scientific  management 
movement  had  originally  displayed  an  arrogant  contempt  for  the 

'lluTf  is  an  •■xfiMisivc  literature  nii  the  eiidiin'ers  anil  their  elforts  to  heeoine  estah- 
lisheil  as  a  siK'ial  factor.  .See  Kchvin  T.  I.ayton,  Thr  /lero/f  of  thr  I'.nf^ini'ors:  Soruil 
RcsponsDiililij  and  the  Anuriran  Etif^incirinfi  Moirincnt  (f’li-velanil,  1971),  esp.  190  211; 
IIiiKh  (I.  J.  Aitken,  Taijlorism  at  W'alcrioun  Arsi-nal:  Sritniifir  Manai^cno'nt  in  Artion 
lyOiS  Iftia  ( Cainhriilfie,  Mass.,  19fi0);  and  William  Kmi-st  Akin,  “'ri'ehnoeraey  and  the 
Aim-rican  Dream:  The  Technocracy  Movi-nient,  1919  19'56”  (doctoral  dissi-rl;ition,  Uni- 
viTsity  of  Hochester,  1971),  19  20. 

"'Ilooxer’s  remarks  are  in  “Forward”  to  “Americ;i  and  the  Xew  Kr;i,”  cited  in  note  0. 
For  the  hackgroniul  of  the  FAKS,  see  L:ryton,  Revolt,  180  189.  In  192-3  Hoover  rem;irked 
th;it  engineers  were  nniipiely  suited  for  pnhiic  service  and  were  hy  definition  men  of  hijih 
intelligence  and  c;dihre.  “Thronuh  the  n4»ture  of  their  callinj',”  he  remarked,  they  stand 
“midw;ry  in  the  conflicts  hetween  hihor  and  capital.”  Hoover  to  Hichard  Humphrey, 
Fehrnary  1,  192.3.  “FAKS,  1922  1924,”  Commerce  Papers,  HHPL.  Cf.  Herbert  Hoover, 
Principles  of  A/fnirif';  Valuation  Orf'anization  and  Administration  (Xew  York,  1909),  167. 

HOOVER  AND  THE  WAGE-EARNER  169 


labor  movement,  many  engineers  had  learned  that  narrowly-con¬ 
ceived  stopwatch  timing  and  arbitrary  programs  of  efficiency  were 
counter-productive,  since  they  often  antagonized  workers.  To  such 
engineers  as  Morris  L.  Cooke,  Robert  Wolf,  and  Robert  Valentine, 
the  labor  movement  was  capable  of  intelligent  adaptation  to  new 
processes  if  its  representatives  were  included  in  planning  and  if  the 
unions’  interests  were  consulted.  As  a  mining  engineer.  Hoover  him¬ 
self  had  advocated  considerate  and  open  treatment  of  workers  and 
during  the  war  had  come  to  value  his  association  with  Samuel 
Gompers.  Thus,  it  was  natural  that  he  would  see  in  his  work  with 
the  FAES  an  opportunity  to  encourage  engineers  and  laborities  to 
join  together  to  confront  the  economic  challenges  that  faced  the 
country.-® 

During  the  latter  months  of  1920  and  through  early  1921,  Hoover 
sought  to  achieve  his  goals  both  through  formal  studies  enlisting 
engineering  expertise  and  through  personal  contact  with  labor  lead¬ 
ers.  One  of  his  first  acts  as  FAES  president  was  to  establish  a  com¬ 
mittee  for  the  study  of  waste  in  industr\’.  This  bodv  was  directed  by 
Hoover’s  chief  aide,  Edward  Eyre  Hunt,  and  formally  headed  by 
L.  W.  Wallace,  an  engineer  who  was,  if  anything,  more  enthusiastic 
than  Hoover  himself  about  the  possibilities  of  applying  technology 
to  social  problems.  It  set  about  to  study  waste  and  inefficiency  in  a 
number  of  industries,  with  a  view  to  publishing  its  findings  as  a 
major  document  in  the  campaign  to  awaken  public  attention  and  to 
demonstrate  the  relevance  of  engineers’  work  in  confronting  eco¬ 
nomic  problems.  Hoover  and  his  aides  sought  and  received  the 
cooperation  of  many  laborities  in  preparing  the  study.  For  their 
part,  a  number  of  labor  leaders  participated  enthusiastically,  for  they 
had  come  to  see  engineers  such  as  those  active  in  the  FAES  as  po¬ 
tential  allies.-* 

The  committee’s  report,  published  in  June,  1921  under  the  title 


™  See  the  sources  cited  in  notes  18  and  19  above.  For  Hoover’s  comments  on  his  role 
as  an  employer  of  labor  while  ninninj'  mines,  .see  Principles  of  Afinitif',  162  16.3,  and  167, 
as  well  as  Hoover  address  before  the  Boston  Chamber  of  Commerce,  cited  in  note  8,  wherein 
he  declared  that  “in  my  own  experience  in  industry,  1  have  always  found  that  a  frank 
and  friendly  acceptance  of  the  unions’  agreements,  while  still  maintaining  the  open  shop, 
had  led  to  constructive  relation.ship.’’ 

On  Wallace,  see  his  undated,  untitled  address  (ca.  early  1921).  “FAES  —  Industrial 
Waste  Committee.  Labor,’’  Pre-Commerce  Papers,  HHPL.  On  the  Waste  in  Industry 
survey,  see  Samuel  Haber,  Efficiency  and  Uplift:  Scientific  Manaf’cmcnt  in  the  Pronressire 
Era,  1890-1920  (Chicago,  1964),  1.56  160;  and  L.ayton  Revolt,  201-205.  On  the 
cooperation  between  Hoover’s  aides  and  lahorites,  see  the  considerable  correspondence 
between  Edward  Eyre  Hunt,  Robert  Wolf,  and  F'lorence  C.  Thome  throughout  late  1920 
and  early  1921.  TTiese  communications  appear  in  various  folders  in  the  “FAES”  group, 
Pre-Commerce  Papers,  HHPL.  See  also  Jean  Trepp  McKelvey,  AFL  Attitudes  Toward 
Production,  Cornell  Studies  in  Industrial  and  Labor  Relations,  Vol.  1 1  (Ithaca,  1952),  69 
and  117,  and  Milton  J.  Nadworny,  Scientific  Management  and  the  Unions,  1900  1932 
(Cambridge,  Mass.,  1955),  119-121. 
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Waste  in  Industry,  justified  labor’s  cooperation.  It  endorsed  collec¬ 
tive  bargaining  and  opposed  wage  reductions,  at  the  time  a  popular 
expedient  among  businessmen  pinched  by  postwar  deflation.  It  at¬ 
tacked  the  notion  that  labor  agitation  fomented  economic  disloca¬ 
tion,  noting,  for  example,  that  over  the  past  quarter  century  strikes 
had  played  only  a  marginal  role  in  creating  instability.  Moreover, 
it  held  that  the  responsibilitv  for  reducing  waste  lav  overwhelmingly 
with  emplo)  ers,  thus  implicitly  defending  workers  from  the  common 
charge  of  inefficiency.  Hoover,  who  played  little  part  in  the  prep¬ 
aration  of  the  study  but  whose  aides  worked  actively  with  the  en¬ 
gineers,  hailed  it  as  “carefully  planned  and  rapidly  executed.”  He 
felt  sure  that  it  would  stimulate  public  and  private  t'fforts  to  raise 
productivity'  through  the  reduction  of  waste  and  inefficiency 

Actually,  public  reaction  to  the  report  obscured  its  message.  The 
FAES,  rapidly  coming  under  the  control  of  more  conservative  ele¬ 
ments  in  the  engineering  profession,  refused  to  sanction  publication 
under  its  direct  auspices.  Many  businessmen  bridled  at  the  leniency 
display  ed  toward  labor  and  at  the  burden  plactnl  on  their  shoulders. 
Although  organized  labor  greeted  the  report  enthusiastically,  the 
controversv  surrounding  Waste  in  Industry  significantly  undermined 
progressive  influence  among  organized  engineers.--’ 

Hoov'er’s  other  effort  to  promote  his  views  as  FAES  president 
came  through  direct  contacts  with  the  labor  movement  and,  to  a 
lesser  extent,  with  corporate  leaders.  He  corresponded  and  conferred 
on  a  number  of  occasions  with  Samuel  Gompers,  while  aides  and 
assiK-iates  maintained  close  communication  with  other  laborites.-^ 
H(M)ver’s  goal  was  to  awaken  organized  labor  to  the  need  for  greater 
productivity.  At  the  same  time,  he  sought  to  cxinvince  Gompers  of 
the  value  of  shop  committees.  In  addition.  Hoover  hoped  that  the 
engineers  could  help  to  bring  about  regular  meetings  among  them¬ 
selves,  organized  labor,  and  spokesmen  for  some  of  the  more  pro¬ 
gressive-minded  corporations.  Such  regular  consultation  would  fa¬ 
cilitate  the  attack  on  waste  and  would  break  down  barriers  between 

Comniittfc  on  thi-  Klimination  of  Wasf»-  in  Industry,  Ffdoratod  American  Kiijiinct  ring 
Societies,  Waste  in  Industry  (New  York,  1921),  8  9,  18,  16  17,  .805  .806,  .808  .817,  and 
passim.  Hoover’s  remarks  occjir  on  p.  ix. 

^  Netc  York  Times,  June  4,  1921,  7;  Layton,  Revolt,  195,  208  205;  Nadworny, 
Scientific  Management,  120  121. 

-*  For  examples  of  direct  Hoover-Gompers  contact  during  this  periwl,  see  Gompers 
to  Hoover,  August  1.8,  1920;  Christian  A.  Herter  to  Gompers,  August  17,  1920;  and 
Hoover  to  Gompers,  October  2.8,  1920.  All  in  “FAKS.  Industrial  Waste  Committee  — 
Gompers,"  Pre-Commerce  Pajx'rs,  HHPL,  and  “Confer«-ncc  in  Office  of  President  Gompers, 
Frid.iy,  M.ay  27,  1921  on  the  Question  of  Wage  Theory,”  Office  of  the  President  Files, 
Saimiel  Gfunners,  Conferences,  1919  1922,  Box  .57,  AFL  Pap«-rs,  State  Historical  Society  of 
Wisconsin.  This  lengthy  rejxirt  delineates  better  than  any  published  acc-oiint  the  shrewd 
awareness  of  labor’s  .s»-lf-interest  that  Gompers  displayed  in  the  AFL’s  association  with  the 
engineers  during  this  period. 
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lal>or  and  management,  while  acquainting  both  with  the  work  of 
the  engineers.-"’ 

The  high  point  of  this  labor-engineering  collaboration  was  a  pre¬ 
sentation  by  Hoover  before  the  AFL  Executive  Council  on  Novem¬ 
ber  16,  1920.  At  this  meeting.  Hoover  sought  to  enlighten  labor 
leaders  about  productivity,  efficiency,  and  labor  representation.  He 
decried  any  tendency  that  labor  might  have  to  restrict  output  as  a 
means  of  saving  jobs.  He  deplored  the  deadening  routinization  of 
much  modern  work  and  called  for  “a  renewal  of  the  creative  oppor¬ 
tunity  of  the  individual  workman.”  Endorsing  collective  bargaining 
and  acknowledging  the  uni(pie  influence  and  importance  of  unions, 
he  called  for  new  forms  of  “cooperation  between  management  and 
worker.”  This,  he  declared,  “involves  an  acceptance  of  certain  prin¬ 
ciples  of  shop  councils.”  He  attacked  the  effort  on  the  part  of  main' 
businessmen  to  cut  wages  in  response  to  deflationary  tendencies, 
but  at  the  same  time  he  suggested  wage  differentials  and  incentives 
to  encourage  workmanship  and  to  spur  productivitx'.  He  remained 
ambiguous  about  the  precise  role  of  organized  labor  in  the  “creation 
of  a  new  sense  of  cooperation  between  men  and  ciMirdination  be¬ 
tween  groups.”  Earlier,  he  had  assured  Gompers  directly  of  his 
dedication  to  collective  bargaining  and  of  his  commitment  to  “tang¬ 
ible  mutual  guarantees  .  .  .  against  violation  of  .  .  .  collective 
agreements,”  but  he  failed  to  specify  how  to  accomplish  this  end. 
In  his  presentation  before  the  Executiye  Council,  he  called  upon 
organized  labor  to  lead  the  way  toward  the  “new  economic  system” 
that  must  arise  from  the  war.  Its  first  step,  he  emphasized,  was  to 
encourage  “the  increase  in  productivity.”  Labor  must  “insist  upon 
securing  the  cooperation  of  the  emploxer,”  he  affirmed,  but  “this 
the  employer  cannot  refuse  .  .  .  when  the  main  motiye  of  the  great 
organized  labor  movement  is  to  create  the  working  conditions  which 
stimulate  the  productivitx’  of  the  individual  workman.” 

It  was  an  impressive  performance.  Gompers  assured  Hoover  that 
“there  was  much  that  you  advocated  with  which  labor  is  in  entire 
accord.”  Still,  nagging  problems  remained.  Frank  Morrison, 
secretary-treasurer  of  the  AFL,  objected  to  Hoover’s  wage-differen- 


Hoover  remarks  before  AFL  Executive  Council,  November  16,  1920,  cited  in  note 
2;  Itobert  H.  Wolf  to  E.  E.  Hunt,  January  3,  1921.  “FAES  —  AFL,  1920,”  Pr<--Coininerce 
Papers,  HHPL;  Ilurvitz,  “Meaning  of  Industrial  Conflict,”  245  250;  Cyrus  Cbing,  Reiiric 
and  Reflection:  A  Half-Century  of  Labor  Relations  (New  York,  1953),  27-28;  Scheinberg, 
“The  Development  of  Corporate  Labor  Policy,”  145  146. 

™  Hoover’s  remarks  before  AFL  Executive  Council,  November  16,  1920,  cited  in  note 
2  above;  Hoover  to  Gompers,  October  23,  1920,  HHPL. 

-"^Gompers  to  Hoover,  November  .30,  1920,  “FAES:  Industrial  Waste  Committee  — 
Gompers,”  Pre-Commerce  Papers,  HHPL. 
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tial  suggestions.-*  More  serious  were  Hoover’s  allusions  to  shop 
councils,  his  emphasis  on  productivity,  and  his  vagueness  about  the 
continuing  role  of  organized  labor.  Certainly,  laborites  welcomed 
Hoover’s  reiterated  endorsement  of  collective  bargaining.  At  the 
same  time,  they  remained  extremely  hostile  toward  efforts  to  pro¬ 
mote  separate  organizations  of  workers  dealing  directly  with  man¬ 
agement,  especially  since  there  was  no  apparent  way  to  guarantee 
the  forthright,  democratic,  and  independent  selection  of  representa¬ 
tives  that  Hoover  advocated.-’*  Although  Edward  Eyre  Hunt  and 
Robert  Wolf  assiduously  cultivated  Gompers,  hoping  to  convince 
him  of  the  value  of  shop  committees,  the  .\FL  maintained  its  an¬ 
tagonism  toward  them  throughout  the  1920s.”** 

As  with  his  work  with  the  Industrial  Conference,  little  resulted 
directly  from  Hoover’s  activities  as  president  of  FAES.  He  did  help 
to  strengthen  the  lines  of  communication  between  engineers  and 
labor  leaders,  but  at  the  same  time  the  progressive  influence  in  the 
engineering  swicties  began  to  wane.  He  secured  labor’s  coopera¬ 
tion  with  the  wastc-in-industry  survey,  but  his  efforts  to  interest 
corporate  executives  in  liaison  with  the  AFL  failed.  Still,  his  post¬ 
war  activities  had  awakened  public  interest  in  his  views  and  had 
provided  him  with  a  reputation  for  astute  analysis  to  go  along  with 
his  impressive  record  of  public  service  during  the  war.  For  its  part, 
organized  labor  found  its  relationship  with  Hoover  and  his  associ¬ 
ates  heartening,  for  the  engineers  in  effect  upheld  labor’s  position 
on  wages  and  collective  bargaining  during  a  period  of  intensifying 
antilabor  feeling.  When  Hoover  announced  his  decision  to  join 
Harding’s  cabinet,  laborites  could  be  sure  of  at  least  one  sympa¬ 
thetic  voice  in  the  government,  while  Hoover  could  hope  to  con¬ 
tinue  his  efforts  to  secure  labor’s  endorsement  for  his  entire  eco¬ 
nomic  program. 


Edward  E.  Hunt  to  Frank  Morrison,  Xovi-mlMT  29,  1920;  Morrison  to  Hunt,  IJrcrni- 
lu-r  2,  1920;  Hunt  to  Morrison,  Deennhor  8,  1920.  "Industrial  Waste  Oimmittee  —  AE  of 
L  C«)iTesj«>nd<Mice,”  iliitl. 

MeKelvey,  AFL  Attitwtc.s,  85,  89;  Janies  O.  Morris,  Conflict  Wittiin  the  AFL;  A 
Stufbj  of  Craft  Versus  Industrial  Unionism  (Ithaca,  1958),  71.  MeKelvey  (69)  emphasizes 
that  this  association  between  laborites  and  engineers  reachctl  its  peak  just  as  the  massive 
opi'ii  shop  campaign  began  making  headway.  See  also  not«‘  24  ahovi-. 

There  was  an  extensive  and  rather  cryptic  correspondence  between  Hunt,  Robert 
Wolf,  and  Florence  C.  Thome,  Gompers’  administrative  assistant,  from  November  1920 
to  March  1921.  See  e.g.,  Florence  C.  Thome  to  Hunt,  December  29,  1920.  “Industrial 
Waste  Committee;  AFL,  1920,”  Pre-Commerce  Papers,  HHPL;  Thome  to  Wolf,  date 
missing  but  ca.  January  1921.  “Industrial  Waste  Committee:  AFL,  1921,”  ibid.;  Wolf 
to  Hunt,  January  .3,  1921.  “Industrial  Waste  Committee:  AFL-1920,”  ibid.;  exchange 
between  Wolf  and  Hunt,  January  8,  10,  1921.  “Industrial  Waste  Committee:  AFL,  1921,” 
ibid.,  and  many  other  communications  in  these  and  related  folders. 
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Secretary  of  Commerce 


Hoover’s  acceptance  of  a  cabinet  post  represented  a  conscious  de¬ 
cision  to  seek  needed  social  change  through  government.  He  se¬ 
cured  from  Harding  the  promise  that  he  would  have  a  voice  in  a 
broad  range  of  concerns,  including  labor.  Although  his  many  pro¬ 
nouncements  on  the  process  of  orderly  social  change  had  emphasized 
the  activities  of  private  voluntaristic  associations  and  organizations, 
his  efforts  as  a  private  citizen  revealed  to  Hoover  the  necessity  for 
energetic  government  action.  It  was  clear  that  only  through  the 
national  forum  that  the  cabinet  provided  could  he  coordinate,  facili¬ 
tate,  and  publicize  on  a  scale  necessary  to  secure  the  innovation  and 
cooperation  among  private  groups  needed  to  effect  broad  changes. 
Some  of  his  supporters  and  admirers  feared  that  cabinet  service 
would  detract  from  his  earlier  efforts  and  would  inevitablv  entail 
sacrifice  of  his  broad  vision  through  political  compromise.  But,  as 
the  disapproving  Edward  Eyre  Hunt  remarked,  “Mr.  Hoover  secs 
in  the  Department  of  Commerce  a  great  opportunih'  to  make  the 
work  of  the  engineers  effective  on  a  national  scale.” 

Throughout  his  years  in  the  cabinet.  Hoover  implemented  parts 
of  his  postwar  program.  He  was  a  major  force  in  stimulating  pro¬ 
ductivity  and  in  publicizing  the  need  for  efficiency  and  reduction  of 
waste.  Through  his  energetic  administration,  the  Department  of 
Commerce  encouraged  construction  of  highways,  private  building 
and  ownership  of  homes,  standardization  of  parts,  and  other  proces¬ 
ses  designed  to  streamline  American  enterprise.  Tlie  Department, 
staffed  by  Hoover  disciples,  pioneered  in  the  acquisition  and  dis¬ 
tribution  of  economic  information.  It  grew  administratively  in  the 
twenties,  promoting  foreign  trade,  transportation,  and  new  market¬ 
ing  and  distributing  methods.  At  the  same  time,  the  Department 
established  or  strengthened  its  jurisdiction  in  such  areas  as  radio 
broadcasting,  aviation,  highwavs,  and  flood  relief.  Owing  in  part 
to  departmental  encouragement,  industry  increased  productivity 
very  substantially  in  the  period  I9I9-I929.  Although  the  elimina¬ 
tion  of  waste  was  less  susceptible  to  measurement.  Hoover  and  his 
department  continuously  drew  attention  to  the  relationship  between 
productivity  and  prosperity  and  worked  hard  to  stimulate  business¬ 
men  to  revise  antiquated  and  inefficient  operations.  It  is  true  that 
the  economy  in  the  1920s  did  have  weak  spots,  notably  certain 
phases  of  agriculture,  textiles,  and  coal  mining;  but  Hoover  and 


Hunt  to  Thome,  March  2,  1921.  “Industrial  Waste  Committee:  E.  E.  Hunt,”  ibid. 
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his  department  were  active  even  in  these  areas,  although  the\’  did 
not  claim  exclusive  responsibility.'^" 

Under  Hoover,  the  Department  of  Commerce  also  sought  to  pro¬ 
mote  the  third  of  his  postwar  goals,  the  prosperitv  and  representa¬ 
tion  of  the  wage-earner.  In  labor  matters,  however,  Hoover’s  sphere 
of  action  was  limited  administratively.  Tlie  Department  of  Labor, 
of  course,  had  formal  jurisdiction  over  most  areas  of  industrial  re¬ 
lations,  from  the  amelioration  of  disputes  under  the  Conciliation 
Service  to  the  gathering  of  information  through  the  United  States 
Bureau  of  Labor  Statistics.  In  addition,  a  separate  agency,  the 
United  States  Railroad  Labor  Board,  handled  matters  in  a  key  area 
of  concern.  Still,  Hexwer’s  view  of  the  worker  as  a  central  figure  in 
his  overall  efforts  to  invigorate  the  American  economy  caused  him 
to  intervene  in  many  labor  matters,  both  as  the  promoter  of  long- 
range  policies  and  as  the  manager  of  specific  problems  and  crises. 
In  these  efforts,  he  was  aided  by  the  fact  that  the  Secretary  of  Labor, 
James  J.  Davus,  was  a  man  of  limited  experience  and  influence.  In¬ 
deed,  Davis,  a  businessman  and  fraternal  order  executive,  devoted 
much  of  his  official  attention  to  immigration  matters  and  cheerfully 
acquiesced  in  Hoover’s  ascendancy  in  labor  policy.-’  ‘ 

According  to  Hoover’s  analysis  of  I9I9-I92I,  there  were  two  key 
elements  in  the  achievement  of  justice  for  the  American  worker: 
a  rising  standard  of  living  and  a  meaningful  voice  in  the  decisions 
that  affected  his  working  life.  In  general.  Hoover  sought  to  pro¬ 
mote  the  first  of  these  through  general  economic  growth.  Through¬ 
out  the  decade,  for  example,  he  favored  tax  policies  that  would 
benefit  lower  income  groups.  He  actively  encouraged  residential 
construction  and  widespread  home  ownership.  An  enthusiastic 
booster  of  the  automobile  industry,  he  favored  large-scale  road 
construction  and  mass  ownership  of  private  vehicles.  He  helped  the 
advertising  and  consumer-credit  sectors,  both  so  essential  in  a  con¬ 
sumer-oriented  society,  to  grow  substantially.'” 

Social  .scientists  such  as  Leo  Wolman  and  Robert  and  Helen  Lynd 
noted  in  the  twenties  the  spread  of  consumer  affluence  over  broad 

For  some  of  the  recont  litfraturo  on  Hoover’s  overall  policies  in  the  1920s  sc-e  Wilson, 
Herbert  Hoover,  283“300,  and  the  articles  by  Metcalf  and  Hawley  cited  in  note  4  above. 
Akin,  “Technocracy  and  the  American  Dream,’’  111,  cites  figures  on  productivity. 

Zieger,  Rejntblieans  and  Labor,  9,  .57-60,  69,  and  109  110;  Robert  H.  Zieger,  “The 
Career  of  James  J.  Davis,”  Pennsylvania  Magazine  of  History  and  Biography,  XCVIII, 
No.  1  (January,  1974),  74  84;  John  Bnicv  Dudley,  “James  J.  Davis:  Secreta  v  of  1  abor 
under  Three  Presidents,  1921-19.30”  (doctoral  dissertation.  Ball  State  University,  1972). 

**  Herbert  C.  Hoover,  The  Memoirs  of  Herbert  Hoover:  The  Cabinet  and  the  Presidency 
(New  York,  1952),  40  2.58,  passim.  Htwiver  addresses:  “Reducing  the  Cost  of  Distribu¬ 
tion,”  January  14-15,  192.5;  “Elimination  of  Industrial  Waste  in  its  Relation  to  Labor,” 
April  11,  1925;  and  “The  Public  Relations  of  Advertising,”  May  11,  1925.  Photoduplicated 
copies  from  HHPL. 
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segments  of  the  population;  the  Lynds  observed  in  Middletown  the 
apparent  weakening  of  class  lines,  as  workers  bought  homes,  owned 
automobiles,  and  participated  increasingly  in  the  community’s  rec¬ 
reational  life.'*’'*  In  a  1928  campaign  speech.  Hoover  heralded  some 
of  these  changes:  in  the  1920s,  he  declared,  national  income  had 
increased  by  45  per  cent,  production  by  25  per  cent.  “These  in¬ 
creases,”  he  declared,  “have  been  widely  spread  among  our  whole 
people.”  He  pointed  to  the  construction  of  3,500,000  new  homes, 
the  electrification  of  9,000,000  residences,  the  installation  of  6,000,000 
telephones,  the  purchase  of  7,000,000  radio  sets  and  14,000,000  auto¬ 
mobiles.  Figures  developed  by  the  Conference  on  Unemployment 
revealed  that  access  to  these  labor-saving  and  pleasure-giving  de¬ 
vices  was  reaching  well  into  the  working  class.-”'  Indeed,  although 
Hoover’s  hope  that  the  nation  was  close  to  eliminating  poverty  was 
premature,  he  could  well  claim  in  the  1928  campaipi  that  working 
people  had  achieved  under  Republican  auspices  a  standard  of  living 
and  an  opportunity  to  enjoy  the  delights  of  modern  technology  un¬ 
precedented  in  human  history. 

As  Secretary  of  Commerce,  Hoover  relied  primarily  on  the  effi¬ 
cient  workings  of  a  revitalized  economy  to  create  and  distribute  these 
benefits.  His  Department  was  extremely  active  in  support  of  en¬ 
terprise,  in  publicity  and  promotional  work,  and  in  efforts  to  instire 
coordination  and  efficiency  among  the  various  regional  and  func¬ 
tional  sectors  of  the  economy,  but  Hoov'er  and  his  aides  av'oided  di¬ 
rect  governmental  action  wherever  possible.  Hoover  implemented 
his  postwar  beliefs  that  voluntarism,  private  initiative,  and  indi¬ 
vidual  enterprise,  aided  by  an  energetic  but  noncoercive  govern¬ 
ment,  held  the  key  to  economic  growth  and  social  progress."" 


Loo  Wolin.'in  in  Conference  on  Uneiniiloyment,  Rcci’nt  Economic  Ctianf’cs  in  the 
United  States:  Report  of  the  Committee  on  Recent  Economic  Changes  of  the  Presiilent’s 
Conference  on  Unemployment  (2  vols.;  New  York,  1929),  I,  ch.  1,  ami  II,  eh.  6;  L<‘0 
Wolinan  aiul  Gnstav  Peek,  “Labor  Groups  in  the  .Social  Stmetnre,”  in  Heseareh  Coin- 
mitfee  on  llecent  Social  Trends,  Recent  Social  Trends  in  the  United  States:  Report  of  the 
President's  Research  Committee  on  Recent  Social  Trends  (2  vols.;  New  York,  193.1),  I, 
801  856;  Robert  S.  and  Helen  Merrell  Lynd,  Middletoten:  A  Study  in  Contemporary 
American  Culture  (New  York,  1929),  64  6.5,  81  82.  The  Lynds’  brilliant  study,  however, 
depicts  the  life  of  working  class  jreople  in  Middletown  as  declining  in  occupational 
mobility,  job  satisfaction,  and  neighborhood  comradeship. 

Hoover’s  remarks  are  reprinted  in  Memoirs,  Cabinet  and  Presidency,  18.3  184;  Wolman 
in  Recent  Economic  Changes,  I,  13  78,  esp.  .59  62. 

Among  many  speeches  and  writings  reflecting  thesi-  themes,  s«-e,  e.g.,  “Reduction  of 
Waste  in  Government  May  21,  192.5;  “State  Versus  Federal  Regulation  in  the 

Transformation  of  the  Power  Industry  June  17,  1925;  “Commercial  Aviation,” 

September  23,  192-5;  “Government  Ownership,”  September  29,  1925;  and  “Why  the 
Public  Interest  Requires  State  Rather  than  Federal  Regul.ation  .  .  .  ,”  October  14,  1925. 
Photoduplicated  copies  from  HHPL.  See  also  Memoirs,  Cabinet  and  Presiilencij,  passim., 
and  Herbert  Hoover,  American  Individualism  (Garden  City,  N.Y.,  1922),  as  well  as 
Ziegcr,  Republicans  and  Labor,  60  63.  For  a  trenchant  contem|iorary  critique  of  H<M)vcr’s 
brand  of  localism,  see  Walling,  American  Labor  and  American  Democracy,  I,  210. 
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Unemployment  and  the  Long  Work  Day 

There  were  occasions,  however,  when  social  conditions  demanded 
more  forceful  governmental  action.  If  American  workers  were  to 
achieve  the  prosperity  and  self-respect  necessary  for  their  full  in¬ 
tegration  into  the  economic  s\stem,  such  inecjuities  as  unemploy¬ 
ment  and  the  long  working  day  had  to  be  eliminated.  In  neither  of 
these  matters  could  scKicty  rely  upon  purely  private  action:  un¬ 
employment,  because  of  its  complexit\’  and  dilfuseness;  and  the 
twelve-hour  day,  because  short-sighted  emphn  ers  would  not  recog¬ 
nize  that  adoption  of  the  eight-hour  day  was  in  their  own  interest. 
Thus,  IIo<n’er  felt  that  both  unemplovment  and  the  twelve-honr 
day  demanded  more  assertive  federal  action  than  he  was  ordinarily 
willing  to  countenance. 

“There  is  no  economic  failure  so  terrible  ...  |as|  that  of  a 
countrA’  possessing  a  surplus  of  ever\’  necessits’  of  life  in  which  num¬ 
bers  I  of  people],  willing  and  anxious  to  work,  are  deprived  of  the 
necessities,”  he  declared.  From  mid-1921  through  early  1922, 
Hoover  mobilized  academic  and  engineering  experts,  businessmen, 
and  labor  leaders  in  the  President’s  Conference  on  Unemphn  ment 
to  fight  joblessness.  Although  these  efforts  did  not  contemplate  di- 
r(*ct  federal  relief,  the\’  did  evolve  elaborate  plans  for  continuing 
coordination  of  private,  state,  and  local  relief  efforts.  Under  Hoo¬ 
ver’s  direction,  the  Conference  illuminated  the  part  played  by  in¬ 
dustrial  waste  and  p(M)r  economic  cxwrdination  in  creating  jobless¬ 
ness,  dispelling  the  time-honored  notion  of  individual  inadecjuacy 
as  the  root  cause.  Although  the  Conference  in  reality  had  little  im¬ 
pact  in  producing  the  economic  upturn  of  the  mid-1920s,  Hoover 
thought  that  his  reliance  on  v'ohmtarism  had  achieved  startling  re¬ 
sults.  In  1928,  he  hailed  the  work  of  the  Conference,  declaring  that 
“within  a  year  we  restored  .  .  .  five  million  workers  to  employ¬ 
ment.” 

Unemploy  ment  was  an  example  of  scK-ial  inefficiency  that  Hoover 
thought  would  yield  in  time  to  improved  economic  techni(jues  and 
better  integration  of  functions.  Tbe  long  working  dav,  however, 
remained  in  force  in  such  important  industries  as  steel,  because  of 
the  unwise  labor  policies  of  the  employers,  who  pointed  to  the  pe¬ 
culiar  technology  of  their  industry.  ( Elsewhere,  workdays  of  more 

On  the  I'ffort  against  unemployment,  stv  Carolyn  Grin,  “The  Unemployment  Con¬ 
ference  of  1921:  An  Experiment  in  National  Cooperative  Planning,”  Mid-Amcrica,  LV, 
No.  2  (April,  1973),  83-107,  and  Zieger,  Bcfnthlicans  and  Labor,  88  97.  The  words 
cpioted  appear  respectively  in  President’s  Conference  on  Unemployment,  Report  (Wash¬ 
ington,  1921),  28,  and  Hoover  address  of  September  17,  1928,  in  iloover.  The  New  Day: 
Campaif^n  Speeches  of  Herbert  Hooter  (Stanford,  Cal.,  1928),  6&  67. 
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than  ten  hours  were  unusual  by  the  1920s.)  In  his  view,  there  was 
no  excuse  for  the  long  working  day.  The  industrial  worker  in  the 
postwar  era  was  emerging  from  an  era  of  often  harsh  living  and 
working  conditions  into  a  period  of  prosperit)',  self-respect,  and  en¬ 
lightenment.  Not  only  was  this  trend  desirable  on  humanistic 
grounds,  it  was  necessary  if  the  industrial  worker  was  to  play  his 
assigned  role  as  a  contented  consumer,  participant,  and  loyal  parti¬ 
san  of  the  “new  economic  system.” 

Between  1921  and  1923  Hoover  launched  a  shrewd  and  effective 
campaign  to  induce  the  steel  industrx’  to  adopt  the  eight-hour  day. 
When  personal  pressure  from  Hoover  and  President  Harding  failed 
to  move  the  steel  men,  he  drew  upon  the  efforts  of  academicians, 
engineers,  and  the  press  in  behalf  of  the  steel  workers.  Finally,  after 
two  years  of  carefulK'  applied  pressure,  the  steel  magnates  reluc¬ 
tantly  agreed  to  move  from  the  twelve-  to  the  eight-hour  day.  Hoover 
was  enormous!)'  proud  of  this  accomplishment.  “Owing  to  public 
opinion  and  some  pushing  on  our  part,”  he  later  recalled,  “the 
twelve-hour  day  was  on  the  way  out  in  .American  industiA  .” 

Indeed,  the  elimination  of  the  long  work  dav  in  steel  was  signif¬ 
icant.  Still,  it  was  essentially  a  preliminarv  step  toward  achieving 
the  posi*^ion  for  the  industrial  worker  that  Hoover’s  “new  economic 
system”  seemed  to  envisage.  In  the  steel  industr\'  itself,  the  com¬ 
panies  recovered  part  of  the  financial  losses  that  the  change  entailed 
by  employing  large  numbers  of  low-paid  Mexican  and  black  work¬ 
ers.  Moreover,  Hoover’s  methods  represented  a  kind  of  dead  end  for 
the  steelworkers  themselves.  It  would  be  a  long  time  before  such 
a  combination  of  employer  arrogance,  favorable  public  opinion, 
expert  engineering  and  academic  analysis,  and  tenacious  govern¬ 
mental  insistence  would  be  at  their  disposal  again.  Hoov'er  could 
indeed  feel  proud  that  his  efforts  had  been  instrumental  in  achieving 
a  favorable  social  change,  but  nothing  in  the  twelve-hour  day  initia¬ 
tive  did  anything  to  encourage  meaningful  employee  representa¬ 
tion  in  the  steel  industry.  Energetic  public  and  private  action  had 
achieved  a  humane  reform,  but  it  aks'o  highlighted  the  inability  of 
the  steelworkers  to  assert  themselves  directly.  If  elimination  of  the 
hvelve-liour  day  represented  a  triumph  of  Hoover’s  methods,  it  also 
underscored  workers’  inherent  weaknesses  without  access  to  the 
representation  that  Hoover  himself  had  earlier  identified  as  crucial 

*' ZiegiT,  Rcpuhticans  and  Labor,  97  108;  Hoover,  Memoirs,  Cabinet  and  Presidency, 
103  105;  Charles  Hill,  “Fighting  the  Twelve-Hour  Day  in  the  American  Steel  Industry,” 
Labor  History,  XV,  No.  1  (Winter,  1974),  19  35. 
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to  the  creative  and  dignified  role  workers  were  to  assume  in  the 
emerging  economy  of  modern  America.^” 


Labok  Repiu^sextatiox 

The  problem  of  representation  was  not  limited  to  steelworkers. 
Indeed,  Hoover’s  inability  to  promote  the  participation  of  workers 
in  the  conduct  of  industry  eventually  weakened  the  general  eco¬ 
nomic  program  that  he  had  articulated  in  the  postwar  months. 
During  that  period  he  attached  great  importance  to  meaningful 
organization  as  both  a  right  and  a  necessity  for  workers.  He  declared 
repeatedly  that  employers  had  to  abandon  arbitrar)^  personnel  poli¬ 
cies.  Hoover  embraced  the  American  Federation  of  Labor  as  a  ma¬ 
jor  factor  in  securing  the  rudiments  of  dignity  and  protection  for 
America’s  wage-earners.  He  hailed  the  federal  government’s  war¬ 
time  support  for  worker  representation,  whether  through  the  trade 
unions  or  shop  committees.  Not  only  was  it  just  and  fair  and  demo¬ 
cratic  for  workers  to  choose  representatives  to  deal  with  manage¬ 
ment  in  an  atmosphere  free  of  fear  and  antagonism,  it  was  vitally 
important  for  the  success  of  the  rest  of  his  economic  program.  Until 
employers  recognized  the  right  of  their  operatives  to  representa¬ 
tion,  the  old  .system  of  class  antagonism,  disharmony,  and  conten¬ 
tiousness  would  continue  to  characterize  industrial  relations.  But 
if  workers  gained  a  voice  through  plant  committees,  the  opportunity 
would  be  present  for  worker  and  employer  to  discuss  grievances, 
production  problems,  and  all  other  matters  affecting  the  welfare  of 
employees  and  the  success  of  the  business.  With  an  intelligent  sys¬ 
tem  of  representation,  the  new  economic  system  could  claim  the 
loyalt\’  of  the  worker  and  his  active  support  in  solving  problems 
of  productivity  and  waste.  W^ithout  such  a  system,  class  antago¬ 
nism,  local  grievances,  and  worker  alienation  would  eat  away  at 
even  the  most  progressive  system  of  technology  and  enlightened 
management.^* 

Hoover’s  views  on  worker  representation  bore  similarities  to  the 
views  of  a  number  of  practitioners  of  the  relatively  new  discipline 
of  personnel  management,  and  to  the  ideas  of  progressive-minded 
corporate  executives.  At  the  same  time,  but  from  a  different  angle, 

‘“Zii'ger,  RcinihlL  .ns  and  Labor,  107-108;  David  Brody,  Steelworkers  in  Ameriea: 
The  Nonunion  Era  ( Cambridgf,  Mass.,  1960),  274;  Paul  S.  T;iylor,  Mexican  Labor  in  the 
United  States,  University  of  California  Publications  in  Economics,  Vol.  VII,  1931-19'32 
(2  vols.;  Berkeley,  1932),  II,  34  39. 

“  The  sourc-es  cited  in  footnotes  2,  5,  6,  7,  and  8  above,  together  with  Hurvitz,  “The 
Meaning  of  Industrial  Conflict,”  172  and  jMissim.  reveal  the  central  importance  of  repre¬ 
sentation  in  Hoover’s  postwar  utterances. 
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thev  came  close  to  ideas  germinating  in  the  American  Federation  of 
Labor.  The  men  in  charge  of  personnel  matters  for  such  large  cor¬ 
porations  as  United  States  Rubber,  Goodyear,  Standard  Oil  of  New 
Jersey,  International  Hanester,  and  others  involved  in  mass  pro¬ 
duction  agreed  that  it  was  essential  for  corporations  to  gain  the  ac¬ 
tive  lo\’alt\'  of  their  emplovees.  To  such  executives  and  personnel 
specialists  as  Clarence  J.  Hicks,  C\rus  Ching,  Arthur  II.  Young, 
Mackenzie  King,  and  Alexander  Legge,  concern  for  employee  wel¬ 
fare,  including  efforts  to  establish  communication  with  workers 
through  various  plans  of  representation,  made  good  sense.  Thev 
agreed  with  Iloov'er  that  the  long  working  dav,  the  fear  of  arbitraiA 
dismissal,  and  the  subsistence  wage  were  \’estiges  of  the  industrial 
past.  Workers  who  had  economic,  social,  and  ps\chological  ties  to 
the  corporation,  thev  felt,  performed  their  tasks  more  efficientK’, 
were  less  critical  of  management’s  policies,  and  were  less  prone  to 
absenteeism  and  freejuent  job-changing.^- 

Hoover’s  call  for  representation,  of  course,  found  favor  with  the 
labor  movement  as  well.  CertaiiiK’  Samuel  Gompers  and  other 
laborites  had  alwaws  proclaimed  the  right  of  workers  to  free  and 
uncoerced  representation;  this  concept  was  the  \’er\  essence  of 
organized  labor.  Moreover,  man\’  laborites  harbored  hopes  that  in 
the  postwar  industrial  milieu  —  a  period  that  began  with  organized 
labor  in  a  stronger  and  more  influential  position  than  ev'er  before  — 
the  unions  could  expand,  not  onl\’  in  membership,  but  iu  control 
over  industrial  processes  as  well.  In  fits  and  starts,  inconsistent! v 
and  amid  other  concerns,  the  labor  movement  put  forth  claims  for 
consultation  in  the  operation  of  the  cxTonomic  swstem.  In  part  ex¬ 
tending  the  logic  of  their  own  long  term  commitments,  in  part 
responding  to  public  pressure  to  help  boost  productivitx’,  and  in  part 
influenced  bv  favorable  contacts  with  progressive  engineers  and  in¬ 
dustrial  management  experts  during  and  after  the  war,  such  laborite 
figures  as  Matthew  Well,  William  English  Walling,  Hugh  Fravne, 
and  Gompers  himself  asserted  the  need  to  restructure  the  American 
economv  and  its  s\’stem  of  industrial  relations.  Workers  and  unions, 
these  and  other  spokesmen  acknowledged,  should  indeed  be  con¬ 
cerned  about  the  broad  problems  of  productivitv  and  efficienev.  .\t 
the  same  time,  they  asserted  labor’s  right  to  representation  and  con- 

The  l)csf  accouiif  of  wolfaro  capitalism  is  Irving  Bernstein,  The  Lean  Years:  A 
llistiini  of  the  Ameriean  Worker,  1920  If):}3  (Boston,  1960),  157  1S9.  See  also  Seliein- 
IxTH,  “Th<-  Des'elopinent  of  Corporation  Labor  Policy,”  chs.  5  6;  David  Bnuly,  “The 
Bis<‘  and  Decline  of  Welfare  Capitalism,”  in  John  Braeman,  Bohert  11.  Bremner,  and 
David  Brody,  eds.,  C/i«nge  and  Continuilij  in  Ticentieth  Centnrij  America:  The  lf)20’s 
(Columhiis,  Ohio,  1968),  146  178;  Clarence  J.  Hicks,  A/i/  Life  in  Industrial  Relations: 
I'ifly  Years  in  the  C.roivth  of  a  Profession  (New  York,  1941),  41  84;  and  Cyrus  Chiiif;, 
Revietv  and  Reflection,  25  .31. 
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sulfation  in  the  efforts  of  industry  to  meet  the  postwar  challenges. 
And,  of  course,  the  only  legitimate  vehicle  for  such  representation 
was  the  American  Federation  of  Labor  and  the  other  bona  jxde 
labor  organizations.^’' 

Fundamentally,  labor’s  notions  of  representation  and  those  of  even 
the  most  progressive  corporations  were  irreconcilable.  Employee 
representation  to  a  laborite  meant  a  vigorous,  independent,  and 
activ'e  union.  Employee  representation  to  the  overwhehning  ma- 
joritv’  of  those  associated  with  welfare  capitalism  in  the  192()s  meant 
shop  councils  of  workers  chosen  from  within  the  plant.  While  theo¬ 
retically  open  to  the  participation  of  members  of  unions,  tliese  bodies 
were  conceived  of  as  rival  centers  of  activity  and  were  often  in¬ 
augurated  in  part  to  preclude  or  eliminate  trade  unionism.  Al¬ 
though  Iloov’er  joined  academicians  and  engineers  in  urging  union¬ 
ists  and  employers  to  resolve  their  differences  in  the  matter  of  repre¬ 
sentation,  in  fact  the  interests  of  the  two  parties  were  fundamental 
and  irreconcilable.^^ 

Throughout  the  1920s,  organized  labor  retreated  from  its  initial 
postwar  aggressiveness  and  waged  a  rear  guard  defense  against  the 
employee  representation /welfare  capitalism  movement.  Many  fac¬ 
tors  combined  to  the  disadvantage  of  the  AFL  and  other  standard 
organizations.  A  hostile  public  attiOule,  unrelenting  judicial  as¬ 
saults,  political  isolation,  and  erosion  of  the  labor  force  in  traditional 
areas  of  union  strength  all  played  their  parts.  In  addition,  organized 
labor’s  own  weaknesses  and  confusions  loomed  large.  When  ex¬ 
pressed  by  Gompers,  labor’s  new-found  interest  in  productivity  and 
efficiency  was  plausible  and  not  nt'cessarily  inconsistent  with  tough- 
minded  trade  unionism.  When  put  forth  by  the  meeker,  less  presti¬ 
gious  William  Green,  such  notions  smacked  of  blatant  class  collab- 
orationism.  Then  too,  the  AFL  did  not  organize  the  unorganized. 
Proclaim  as  it  did  its  right  to  speak  for  workers  as  a  class,  its  mem¬ 
bership  declined  sharply.  More  important,  its  remaining  strength 
became  ever  more  narrowly  concentrated  in  a  few  protected  occupa¬ 
tions,  while  the  vast  tides  of  workers  manning  the  relatively  new 

Hiii^itz,  "The  Meaning  of  Industrial  Conflict,”  ch.  2;  McKelvw,  AFL  Attitudes, 
25  45;  Walling,  American  Labor  and  American  Democracy,  II,  41  47,  82  90. 

In  addition  to  the  works  by  Brotly  and  Bernstein  cited  above,  see  Bohert  Ozanne, 
A  Century  of  Lahor-Afanagemi’nt  Relatums  at  McCormick  and  International  llarrcstcr 
(Madison,  Wise.,  1967),  ch.  7.  A  defense  of  employee  representation  is  found  in  Hicks, 
Aty  Life  in  Industrial  Relatums.  See  also  French,  The  Shop  Committee  in  the  United 
States,  for  a  scholarly  contemporary  account  that  treats  employee  representation  as  a 
valid,  if  flawed,  enterprise.  For  indications  of  Hoover’s  interest  in  bringing  labor  leaders 
and  progressive  corporate  executives  together,  see  Ching,  Reeiew  and  Reflection,  27-28; 
B;ulosh,  "Corpor;ite  hU^ology,”  14.5  1.5.5,  1.57,  and  204;  Morris,  Conflict  Within  the  AFL, 
68  71;  Hoover  to  William  Green,  November  11,  1925.  “AFL  —  William  Green,”  Depart¬ 
ment  of  Commerce,  Official  Files,  HHPL. 
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mass  production  industries  remained  unorganized.  After  the  bitter 
defeat  in  steel  in  1919  and  1920,  the  AFL  could  muster  only  one 
half-hearted  assault  on  the  new  industries;  its  ill-conceived  and  ill- 
supported  gesture  at  organizing  the  automobile  industr)'  in  1927.^'’ 

While  traditional  unionism  declined  and  narrowed,  employ  ee  rep¬ 
resentation  under  corporate  auspices  musliroomed.  By  1929,  almost 
2,000,000  workers  were  enrolled  in  various  plans  of  representation. 
These  varied  from  elaborate  schemes  of  “congressional”  representa¬ 
tion,  in  which  spokesmen  for  worker’s,  sirpervisorr'  personnel,  and 
management  recapitulated  the  three  branches  of  the  federal  gov¬ 
ernment,  to  simple  shop  committees.  These  experiments  wei’e  par¬ 
ticularly  noticeable  in  mass  production  industries  and  were  closely 
intertwined  with  the  welfare  capitalism  that  personnel  management 
entlursiasts  promoted  as  a  means  of  mobilizing  workers  in  sirpport 
of  corporate  loyalt\'.^'‘ 

Hoover  never  realized  that  employee  r  epresentation  constituted  a 
major  threat  to  trade  unionism  in  several  respects.  On  the  most 
basic  level,  even  “enlightened”  ernphners  frerjuentlv  rtsed  these 
schemes  as  part  of  an  antiirnion  program.  Of  coitrse,  einplo\ers 
rarely  revealed  this  intentiorr  explicitly;  they  contended  that  both 
itnion  and  non-itnion  workers  wer’e  free  to  join  and  participate.  But 
since  the  essence  of  American  trade  itnionisrn  in  the  192()s  was  col¬ 
lective  bargaining,  and  since  ernplovee  represerrtation  plans  b\'  def¬ 
inition  prechtded  such  arr  angements,  it  was  clear  that  the  presence 
of  Itnion  men  would  be  nothing  more  than  a  token  gestirre.  Ditring 
the  war,  the  AFL  had  endorsed  the  War  Indrrstries  Board’s  shop 
councils,  but  only  because  laborites  expected  that  these  bodies 
under  government  sitpervision  would  either  be  dominated  by  the 
itnions  or  would  serve  in  open  shops  as  bridges  to  hona  fide  orgarti- 
zation.  Shortly  after  the  war  ended,  when  it  became  apparent  that 
employers  were  promoting  shop  coitncils  as  a  means  of  eliminating 
trade  rtnionisrn,  the  AFL  condemned  all  forms  of  nonunion  ernplovee 
representation.^^  Hoover  sirpported  both  “collective  bargaining” 

McKi'tvey,  AFL  Attitudes,  45  6r,  87  98;  Bc-riisU'in,  I^eun  Years,  tli.  2. 

Various  forms  of  omproyfc’  representation  are  riisenssed  in  Ntilton  i)ert)er.  The 
American  Idea  of  Industrial  Democraey,  i 86.5  196.5  (Udraiia,  ril.,  i970),  2i9  264,  and 
in  Giiirert,  Designing  the  Industrial  State,  cti.  4.  Tfie  apparent  success  and  popidarity  of 
tfiese  programs  are  noted  in  Frencti,  The  Shop  Committee,  92  94;  McKeivey,  AFL 
Attitudes,  .52  Bf;  and  Brody,  “Tire  Bise  and  rJecline  of  Weifare  Capitalism,”  162  16.5. 

Strop  committee  advocates  denied  tiiat  their  intent  was  to  destroy  or  cnrtail  unionism; 
indeed,  some  saw  themselves  as  providing  represi-ntation  to  worlcr'rs  ignored  Iry  the  hona 
fide  labor  movement.  Sec,  e.g..  Hides,  Mij  Life  in  Industrial  Relations,  78  79.  Kvideitce 
of  the  anti-union  intent  and  impact  of  the  great  majoritv’  of  nonunion  employee  representa¬ 
tion  plans,  however,  is  oveTwhelming.  See  the  works  fry  Brody,  Bernstein,  McKeivey,  and 
Ozanne  cited  atrove,  especially  the  last-named,  which  is  Irased  on  the  recortls  of  works 
councils  at  various  International  Harvester  plants.  For  the  AFL  position,  see  Compers’ 
statement  of  March  19,  1920,  quoted  in  Walling,  American  Labor  and  American  De- 
mocractj,  H,  33,  and  McKeivey,  AFL  Attitudes,  41  4.3,  88  89. 
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and  “employee  representation”  but  did  not  acknowledge  the  basic 
divergence  of  these  two  goals  in  the  1920s. 

On  another  level,  representation  plans  threatened  the  labor  move¬ 
ment  because  of  the  apparent  popularity  they  enjoyed  among  some 
workers.  The  craft-dominated  AFL  held  little  appeal  for  workers  in 
mass-production  industries.  Its  jealously  guarded  jurisdictional  sa¬ 
trapies  made  no  sense  to  hundreds  of  thousands  of  new  mass  pro¬ 
duction  workers.  Nor  did  these  recniits  to  the  new  industrial  society 
find  much  in  its  combination  of  craft  exclusivism  and  organizational 
passivity  to  stir  their  hearts.  Clarence  J.  Hicks,  personnel  director 
of  Standard  Oil  of  New  Jersey  and  one  of  the  most  astute  propo¬ 
nents  of  welfare  capitalism,  remarked  that  the  AFL’s  distaste  for  the 
representation  of  emplo\  ees  in  the  mass  production  industries  in 
shop  councils  “was  ciitircK’  consistent  with  its  traditional  slowness” 
in  attempting  to  organize  the  unskilled  masses.^^ 

So  effective  were  some  representation  plans  in  securing  and  re¬ 
taining  worker  loyalty,  one  economist  asserted,  that  “the  battle  is 
not  so  much  between  the  unions  and  the  employers  as  between 
groups  of  employees.”  Academic  observers  with  close  ties  to  the 
labor  movement,  such  as  William  Leiserson,  Leo  Wohnan,  and 
George  Barnett  all  saw  emplovec*  representation  as  a  vigorous  and 
plausible  alternative  to  traditional  trade  unionism.  Corporations 
using  emplo)  ee  representation  found  it  effective  in  channeling  and 
buffering  employee  grievances,  creating  a  sense  of  loyalty  to  and 
identification  with  the  company  among  workers,  and  discouraging 
trade  unionism.  Although  representation  plans  provided  far  more 
propaganda  and  good  will  value  to  employers  than  they  did  demo¬ 
cratic  representation  to  workers,  the  labor  movement  seemed  unable 
to  meet  their  challenge.'*'* 

Given  his  oft-rep(‘ated  postwar  emphasis  on  the  importance  of 
effective  representation.  Hoover  was  curiously  silent  during  his  cab¬ 
inet  years  on  the  subject.  He  played  a  leading  part  in  many  labor 
controversies,  helping  to  mediate  the  1922  shopmen’s  strike  and  be¬ 
coming  directly  involved  in  efforts  to  pacifv  the  turbulent  coal  in- 

McKflvfV  and  Brody,  cited  aliove,  provide  the  best  evidence  for  the  real  challenRc 
that  representation  plan  jKised  for  the  AFL.  For  a  brilliant  extension  of  this  point  into  the 
193()s,  see  David  Brody,  “The  Expansion  of  the  Labor  Movement;  Institutional  Sources  of 
Stiinidiis  and  Bestraint,”  in  Stephen  E.  Ambrose,  ed..  Institutions  in  Mfxlvrn  Atncrica: 
Innovation  in  Structure  and  Process  (Baltimore,  HKi?),  11-36.  Hicks’  remark  is  in  My 
Life  in  Industrial  Relations,  82. 

*'•  The  rpiotation  is  from  French,  The  Shop  Committee,  93.  See  also  Derher,  The 
American  Idea  of  Industrial  Democracy,  227-229;  Leo  Wolman,  “Industrial  Relations,” 
in  Edwin  R.  A.  Seligman  and  Alvin  Johnson,  eds..  Encyclopedia  of  the  Social  Sciences 
(15  vols.;  New  York,  1932),  Vll,  715  716;  William  Leiserson,  “Contributions  of  Personnel 
Management  to  Improved  Labor  Relations,”  in  Wertheim  Fellowship  Publications,  Wertheim 
Lectures  on  Industrud  Relations  (Cambridge,  Mass.,  1929),  ch.  5;  and  Brody,  “The 
Expansion  of  the  Labor  Movement,”  11-12. 

HOOVER  AND  THE  WAGE-EARNER  183 


dustr)%  for  example.'^®  He  maintained  friendly  relationships  with 
many  trade  unionists,  who  in  turn  listened  attentively  to  his  many 
pleas  for  productivity  and  efficiency However,  although  he  verb¬ 
ally  deplored  the  use  of  representation  schemes  by  employers  as  a 
means  of  defeating  trade  unionism,  he  concerned  himself  hardly  at 
all  with  the  actual  patterns  of  representation  that  developed.  Thus, 
while  organized  labor  thrashed  about,  desperately  seeking  ways  of 
coming  to  terms  with  the  adverse  climate  of  affairs  in  the  1920s, 
Hoover  remained  on  the  sidelines,  apparently  unwilling  to  subject 
the  actual  functioning  of  the  employee  representation  movement  to 
the  tests  of  fairness  and  integrity  that  he  had  himself  urged  in  his 
postwar  recommendations.  Forceful  and  articulate  in  his  exposure 
of  problems  of  production  and  efficiency,  he  was  silent  and  accpii- 
e.scent  in  his  attitude  toward  representation. 

Hoover  did  not  express  himself  directly  as  to  his  enthusiasm  for 
the  pattern  that  was  emerging  in  employee  representation.  None¬ 
theless,  his  lack  of  commentary  on  the  issue  of  representation 
throughout  the  late  1920s  and  during  the  1928  presidential  campaign 
contrasts  with  the  vigor  and  sense  of  commitment  characteristic 
of  his  earlier  utterances.  Moreover,  while  Hoover  himself  did  not 
comment  directly  on  the  decay  of  the  AFL,  several  academicians 
closely  assiK'iated  with  his  activities  in  the  1920s  did.  Leo  Wolman, 
who  served  on  the  Conference  on  Unemplo\  ment  and  who  wrote 
major  sections  of  the  Recent  Ecenomic  Changes  and  Recent  Social 
Trends  volumes,  frequently  expressed  pessimism  about  the  ability 
of  the  unions  to  cope  with  the  changing  economic  system,  as  did 
Professor  George  Barnett  of  Johns  Hopkins  University,  a  consul¬ 
tant  for  Hoover-inspired  projects  in  the  1920s.  Herbert  IIiMiver’s 
brother,  Theodore  Jesse  Hoover,  dean  of  the  School  of  Mining  at 
Stanford,  wrote  in  1932  that  unions  were  destined  for  replacement 
by  “company  unions,  shop  committees,  open  forums,  and  the  like” 
unless  they  rapidly  adjusted  to  new  conditions.  The  Secretar)’  of 
Commerce  could  not  express  himself  directly  on  these  matters 
and  still  retain  the  good  will  of  labor  leaders,  but  his  silence  on  the 
representation  matter,  together  with  the  social  and  intellectual  am¬ 
bience  that  surrounded  him,  suggests  that  he  accepted  the  patterns 

“ZicgiT,  Republicans  and  Labor,  110,  120,  129  130,  132-133,  137,  138,  143,  217, 
227  234,  236  247,  and  passim. 

On  Hciovit’s  continninf;  infliicnco  among  iinionists,  see,  e.g.,  “Thf  Road  to  Industrial 
Democracy,”  American  Fedcrationist,  XXXI,  No.  6  (June,  1924),  482;  Walling,  American 
Labor  and  American  Democracy,  II,  32  33,  41,  91,  93,  113;  and  Radosh,  “Corjwrate 
Ideology,”  14.'5-247,  passim. 
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of  employee  representation  that  prevailed  in  company-sponsored 
programs  as  legitimate.'^- 

Several  factors  help  to  account  for  Hoover’s  relative  inaction.  The 
problem  of  asserting  rights  to  effective  representation  was,  after  all, 
organized  labor’s.  Short  of  sponsoring  sweeping  federal  involve¬ 
ment  in  the  creation  of  a  drastically  innov^ative  system  of  collective 
bargaining,  he  could  only  publicize  and  exhort."’-*  Labor’s  inability 
to  meet  the  challenge  of  welfare  capitalism  bespoke  its  anachronistic 
stnicture  and  is  inabiliW  to  change  in  tune  with  modern  capitalism. 
Still,  Hoover  could  and  did  speak  out  vigorouslv  and  effectivelv  on 
other  public  issues  of  concern  to  him,  in  sharp  contrast  to  his  inac¬ 
tion  in  the  field  of  representation. 

Moreover,  Hoover’s  postwar  utterances  were  ne\'er  verv'  precise 
about  the  exact  nature  of  representation  and  its  relationship  to 
unionism.  While  he  asserted  frecpiently  the  need  for  workers  to 
accjuire  a  voice  in  industry,  he  refused  to  specify  the  nature  of  such 
representation.  The  strong  implication  behind  the  shop  committee 
concept  was  that  it  would  function  somehow  separately  from  what¬ 
ever  union  organization  might  exist  in  the  shop.  Hoover  saw  shop 
committees  as  opportunities  for  workers  and  emplovers  to  meet  to¬ 
gether  directly  to  discuss  grievances,  production  problems,  and  gen¬ 
eral  conditions.  Such  a  .sy.stem,  while  in  Hoover’s  view  fully  com¬ 
patible  with  a  union  agrt*ement  on  broad  conditions  of  employment, 
by  no  means  required  trade  union  organization.  Hoover  was  never 
able  to  grasp  labor’s  objections  to  shop  committees  as  bodies  inher¬ 
ently  manipulative  and  destructive  of  solidarity.  Hoover  envisaged 
the  organization  of  workers  together  with  employers;  organized 
labor  regarded  the  organization  of  workers  in  their  own  unions  as 
requisite  to  any  subsequent  cooperation  or  negotiation  with  em¬ 
plovers.  This  difference  was  fundamental,  though  never  acknowl¬ 
edged  by  Hoover  as  such.-"’^ 

His  inabilit)’  to  come  to  grips  with  unionists’  objections  to  shop 
committees  in  part  reflected  his  background.  Hoover’s  natural  as¬ 
sociations  were  not  with  laborites  but  with  the  progressiv'e  and  in- 

“  Thoocloro  Jpss<*  Hoover,  The  Economics  of  Afining  (\on-Fcrrous  Mctiils)  (Stanford, 
Cal.,  19.12),  460  461.  On  Wolman.  sec-  Arch  W.  Shaw  to  Hoover,  July  29,  19.10. 
“Unenaployment  Advisory  Committee  —  May  July,  19.30,”  Presidential  Papers,  Subject 
File,  HHPL,  and  W<ilman’s  writings  mentioned  in  footnotes  .l.l.  49,  and  62.  On  Barnett, 
see  Brody,  “The  Expansion  of  the  Labor  Movement,”  11,  and  L.  W.  Wallace  to  Hunt, 
Dect'mher  24,  1920.  “FAES  —  Industrial  Waste  Committee.  Wallace,  L.  W.,”  Pre- 
Commerce  Papers,  HHPL. 

'■*  Organized  labor,  after  all,  did  not  achieve  massive  organization  until  it  secured 
direct  federal  legislative  support  in  the  1930s.  Espousal  of  such  legislation  as  Section  7(a) 
of  the  NBA  or  the  Wagner  Act  was  simply  beyond  the  pale  of  Hoover’s  voluntaristic 
system,  although  it  took  this  legislation  to  make  possible  the  kind  of  free  and  fair  choice 
that  Hoover  had  urged  after  World  War  1. 

See  Walling,  American  Labor  and  American  Democracy,  11,  41,  93,  94,  and  116. 
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novative  managers  who  ran  the  emerging  industrial  machine.  He 
was  impressed  with  the  efforts  of  John  D.  Rockefeller,  Jr.,  Clarence 
J.  Hicks,  Mackenzie  King,  and  other  practitioners  of  welfare  capi¬ 
talism  and  company-sponsored  employee  representation.  During 
his  service  on  the  President’s  Second  Industrial  Conference  he  con¬ 
ferred  with  Rockefeller  about  the  plan  he  was  developing.  When 
Mackenzie  King,  architect  of  Rockefeller’s  plan  of  nonunion  repre¬ 
sentation  for  the  Colorado  Fuel  and  Iron  Company,  praised  the  Con¬ 
ference’s  recommendations.  Hoover  publicly  advertised  King’s  re¬ 
marks.  He  considered  Ale.xander  Legge,  a  key  figure  in  the  develop¬ 
ment  of  International  IlaiA^ester’s  “model”  representation  system, 
one  of  the  ablest  and  most  progressive  of  corporate  leaders.  He  was 
thoroughly  familiar  with  the  employees  in  the  Special  Conference 
Committee,  an  inter-industry  body  fonned  after  World  War  I  and 
designed  to  coordinate  nonunion  empUn  ee  representation  efforts. 

Hoov'er’s  high  regard  for  the  good  intentions  and  abilities  of 
corporate  managers  stemmed  from  his  analvsis  of  the  transforma¬ 
tion  of  the  economy.  Increasingly,  ownership  was  separated  from 
management,  thus  greatly  diffusing  coqiorate  power.  New  manag¬ 
ers,  he  declared,  “are  gradually  coming  into  a  new  vision  of  their 
relationships”  with  capital,  labor,  and  consumer.  Increases  in  pro¬ 
ductivity  and  improvements  in  efficiencN’,  he  proclaimed  in  1925, 
“are  bound  ...  to  be  shared  with  labor  to  st'cure  service  and  con¬ 
tentment.”  The  age  of  big  business  as  an  arbitral^’  and  ruthlessly 
exploitative  force  was  past;  under  the  new  arrangements,  he  de¬ 
clared,  “labor  has  the  opportuniU’  to  interpret  co-operation  with 
management  into  [sic]  real  gains.”  Apparently,  to  Hoover  the 
shrinkage  of  organized  labor’s  membership  and  its  growing,  partly 
self-imposed  isolation  from  the  new  mass  production  industries  did 
not  impair  the  efficaev  of  this  evolving  industrial  “regime.”  Hoover 
regarded  the  effective  organization  of  workers,  despite  the  concur¬ 
rent  decline  of  the  labor  movement  itself,  as  a  kind  of  built-in  con¬ 
comitant  of  the  emerging  economic  order,  a  view  that  implicitly 
accepted  nonunion  employee  representation  programs  as  legiti¬ 
mate  reponscs  to  his  call  for  representation.-’^'’’ 

'“Hoover  to  Rockefeller,  January  10,  1920.  “Rockefeller,”  Pre-Commerce  Personal 
Papers,  IIHPL;  summary  of  M.ackenzie  King’s  remarks  niclosed  in  Stanley  King  to  Mr. 
Knese,  private  secretary  to  Herbert  Hoover,  March  10,  1920.  “Second  industrial  Con¬ 
ference-General,”  Pre-Commerce  Papers,  ibid.;  New  York  Times,  March  21,  1920.  On 
International  Harvester’s  reputation,  .see  French,  The  Shop  Committee,  41.  For  the  Special 
Conference  Committee,  see  Ozanne,  A  Century  of  Lahor-Manaf’ement  Relations,  1.56  161, 
and  Scheinberg,  “The  Development  of  Corporation  Labor  Policy,”  1.52  1.56.  On  Legge, 
who  sersed  as  a  suh-cabinet  officer  in  Hoover’s  presidential  administration,  see  Ozanne, 
137,  138-139,  and  Hoover,  Memoirs,  Cabinet  and  Presidency,  103,  220,  2.5.5,  and  327, 
as  well  as  Hicks,  My  Life  in  Industrial  Relations,  44. 

^  The  quotations  in  this  paragraph  are  drawn  from  Hoover’s  address,  “Elimination 
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In  1920,  Hoover  had  asserted  that  “the  friction  between  employer 
and  employee  in  developing  collective  bargaining  arises  almost 
wholly  over  the  cjuestion  of  representation  and  cpiestions  of  en¬ 
forcement.”  It  is  true  that  he  verbally  criticized  employers  who 
resorted  to  shop  committees  for  anti-labor  purposes,  and  he  did 
sporadically  attempt  to  bring  corporate  managers  into  liaison  with 
AFL  leaders.  But  when  these  men  refused  to  contemplate  the  re¬ 
linquishment  of  managerial  prerogatives  that  meaningful  associa¬ 
tion  with  organized  labor  would  have  entailed.  Hoover  confined 
whatever  disapproval  he  felt  to  private  expression.  Throughout  the 
1920s  organized  labor  declined,  while  thousands  of  workers,  bereft 
of  the  experience,  expertise,  and  financial  strength  that  only  a  na¬ 
tional  labor  movement  could  have  provided,  were  enrolled  in  com¬ 
pany  unions  and  related  plans  of  representation. 

By  1929,  the  partial  achievement  of  Hoovx^r’s  postwar  goals  left 
the  .American  wage-earner  in  an  ambiguous  position.  His  labors 
were  increasinglv'  prcxluctive  and  he  could  choose  from  a  wide  range 
of  modern  appliances  and  consumer  luxuries.  Still,  wages  lagged 
substantiallv  behind  productivity;  beneath  the  surface  of  working- 
class  life  lurked  the  demands  of  assembly-line  production,  economic 
and  s(x;ial  insccuritv’,  and  povverlessness."’'^  Without  an  effective 
labor  movement,  American  workers  could  only  hope  that  the  “new 
economic  system”  would  continue  to  function  with  the  apparent 
efficiency  and  vigor  it  had  displaved  since  the  mid-1920s,  for  they 
had  not  )'et  achieved  their  own  sources  of  strength  from  which  to 
hold  the  system  to  account. 

Hoover  was  sharply  aware  that  severe  economic  and  labor  prob¬ 
lems  remained.  His  efforts  to  rationalize  the  soft  coal  industrv 
boomeranged  into  bitter  recriminations  between  himself  and  John 
L.  Lewis,  while  in  1927  the  bituminous  miners  launched  one  last, 
desperate  strike.  The  construction  industrv'  was  hampered  by  juris¬ 
dictional  problems,  seasonal  operations,  and  inadetpiate  integration 
of  supplies.  Unemployment  in  the  late  twenties  remained  ine.xpli- 
cably  high,  while  stagnation  and  labor  strife  afflicted  the  cotton  tex¬ 
tile  industry 

of  Waste  in  its  Relation  to  Labor,”  April  11,  1925,  photodiiplicated  copy  from  HHPL. 
See  Walling’s  sharp  attack  on  th»-se  views  in  American  Labor  and  American  Democracy, 
11,  21-23. 

Hoover  address,  November  19,  1920.  “Federated  American  Engineering  Societies. 
1921,”  Commerce  Papers,  HHPL. 

•'■’•Bernstein.  Lean  Years  eh.  1;  Zieger,  Reftublicans  and  Labor,  ch.  11;  Lynd  and  Lynd, 
Middletown,  53  82. 

•'■“Zieger,  Republicans  and  Labor,  234-256;  Bernstein,  Lean  Years,  1-43,  115-117. 
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Conclusion 


From  his  earliest  days  in  office,  Hoover  had  realized  that  as  a 
busy  administrator  he  could  not  hope  to  implement  fully  or  even  to 
define  clearly  all  of  his  goals.  He  did  think,  however,  that  he  could 
encourage  long-range  study  and  information-gathering  that  would 
eventually  supply  data  and  recommendations  for  future  use.  To  this 
end  he  encouraged  the  engineering  studies  of  waste  in  industr)’  and 
the  twelve-hour  day.  Material  developed  by  the  engineers  formed 
part  of  the  investigations  of  the  United  States  Coal  Commission, 
a  body  created  in  1922  that  Hoover  hoped  would  point  the  way  out 
of  the  recurrent  chaos  and  crisis  in  coal  mining.  Through  his  direct 
support  the  President’s  Conference  on  Unemployment,  cwiperating 
with  the  National  Bureau  of  Economic  Research,  conduc'ted  three 
influential  studies,  culminating  in  the  publication  in  1929  of  the  two 
volume  Recent  Economic  C/wngev.*’'*  In  dealing  with  t*conomic 
problems  in  general,  all  of  these  investigations  bore  substantially 
on  the  place  of  labor  in  American  life  in  the  1920s. 

In  this  tradition,  but  even  more  ambitious,  was  the  project  begun 
through  Hoover’s  initiative  in  the  late  t\vcnties  that  resulted  in  the 
two  volume  Recent  Social  T rends.  A  massive  survey  of  the  state  of 
the  American  people  and  their  institutions  as  of  the  late  1920s,  this 
study  contained  a  major  segment  on  labor  affairs.  It  further  docu¬ 
mented  the  new  affluence  of  the  American  worker,  emphasizing  his 
remarkable  access  to  education,  housing,  recreation,  and  travel.*'*’ 
The  chapters  on  labor,  written  by  economists  Lw  Wolman  and 
Gustav  Peck,  also  commented  on  changing  patterns  of  worker 
representation,  documenting  the  decline  of  the  standard  unions  and 
the  rise  of  other  forms  of  representation.  Wolman  and  Peck  sug¬ 
gested  that  the  present  trends  might  well  “end  in  the  disintegration 
of  the  labor  movement  in  its  present  form.”  Since  in  their  view  the 
trend  in  society  generally  was  toward  democracy  and  assertiveness, 
they  raised  the  possibility  of  “the  rise  of  new  labor  organizations, 
radical  in  purpose  and  industrial  in  form.”  Noting  the  popularity 
and  success  of  other  means  of  representation,  particularly  in  larger 
and  more  modern  factories,  the  economists  also  held  out  the  “pos- 

For  the  work  and  report  of  the  Coal  Commission,  see  Zieger,  Rcpuhlicanx  and  Labor, 
218  -227.  Since  1969,  I  have  discovered  a  larger  role  for  Hoover  in  the  establishment 
and  deliberations  of  the  Commission,  based  on  material  in  “Coal:  USCC,’’  1922  and  1928, 
Commerce  Papers,  HHPL.  For  the  publications  stemming  from  the  President’s  Conference 
on  Unemployment,  see  Herbert  Heaton,  Edwin  F.  Gay:  A  Scholar  in  Action  (Cambridge, 
Mass.,  19.52),  and  “Foreword,”  in.  Conference  on  Unemployment,  Recent  Economic 
Changes,  I. 

**  Barry  D.  Karl,  “Presidential  Planning  and  Social  Science  Research;  Mr.  Hoover’s 
Experts,”  Perspectives  in  American  History,  HI  (1969),  347-409;  Research  Committee 
on  Recent  Social  Trends,  Recent  Social  Trends  in  the  United  States,  H,  825  829. 
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sibility  that  the  numerous  plant  and  establishment  organizations  of 
labor,  created  as  a  rule  by  the  initiative  of  the  employer  and  surviv¬ 
ing  by  his  consent,  will  be  converted  by  the  stress  of  conditions  into 
independent  and  autonomous  unions  which  will  serve  as  the  nucleus 
of  the  Ameircan  labor  movement  in  the  future.”  ®- 

By  the  time  Recent  Social  Tremh  appeared.  Hoover  was  an  ex¬ 
president,  unable  to  use  this  massive  survey  directly  in  the  formula¬ 
tion  of  public  policy.  But  the  observations  of  Wolman  and  Peck 
accurately  delineated  the  options  available  to  American  workers 
in  the  years  ahead,  options  that  they  would  mold  into  the  distinc¬ 
tive  features  of  the  American  labor  movement  that  they  would 
create  in  the  1930s.  Retrospectively,  the  economists’  remarks  also 
depicted  the  options  available  to  Hoover  in  his  contemplation  of  the 
problem  of  labor  representation  in  the  1920s.  Regarding  militancy 
and  radicalism  as  wasteful  and  authoritarian,  but  increasingly  aware 
of  the  paralysis  and  obsolesence  of  the  AFL,  Hoovei  implicitly 
placed  his  hopes  for  effective  representation  in  the  employee  repre¬ 
sentation  plan.  When  it  collapsed  under  the  weight  of  the  Depres¬ 
sion  and  its  own  limitations,  and  when  American  workers  chose  more 
aggressive  forms  of  protest.  Hoover  could  only  respond  with  futile 
invective.  As  the  Depression  spelled  the  end  of  his  particular  vision 
of  liberal  capitalist  society,  it  also  discredited  his  conception  of 
the  role  of  the  worker  in  this  “new  economic  system.” 

•-  Wolman  and  Peck,  “Labor  Croups  in  the  Social  Structure,”  in  ibid.,  843. 
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The  Industrial  Politics  of  the  Kreditbavhen, 

1880-1914/ 

€  One  of  the  most  durable  theories  explaining:^  the  remarkable  rise  of 
German  industrt/  in  the  generation  before  World  War  I  was  that  of  the 
eritieal  role  of  the  Kredithanken,  the  great  eommercial  and  investment 
hanks  of  whieh  the  Deutsehe  Bank  was  the  most  prominent.  Recently, 
however,  historians  have  begun  to  (juestion  the  power  of  the  banks, 
and  even  to  .suggest  that  they  were  a  drag  on  German  economic  develop¬ 
ment.  In  this  brief  .study  of  how  Georg  Siemens,  of  the  Deutsche  Bank, 
kept  the  peace  between  the  two  leading  German  electrical  equipment 
manufacturers.  Professor  Neuburger  shows  that  the  crucial  factors  were 
not  merely  the  financial  strength  or  weakne.ss  of  the  Bank,  but  also  the 
diplomatic  skill  with  which  its  leaders  navigated  the  rapidly  .shifting 
currents  of  the  era. 

To  those  who  have  sought  to  explain  the  rapid  growth  of  the 
German  eeonomy  from  1850  to  1913,  the  Kre(litl)anken  have  often 
served  as  a  focal  point.’  The  traditional  view  has  emphasized  the 
power  of  these  banks  and  their  central  place  in  industrial  develop¬ 
ment.  Of  its  many  versions  the  most  persuasive  recasting  of  the 
traditional  view  is  that  presented  in  Alexander  Gerschenkron’s 
Economic  Backwardness  in  Historical  Perspective.-  Without  deny- 

Bu.sincs.v  llistonj  Review,  Vol.  LI,  No.  2  ( Summor,  1977).  Copyrij'ht  ©  The  Prosiclenf 
and  Fi'llows  of  Harvard  ColUnc. 

*  The  author  wishes  to  thank  Profi-ssors  Arcadius  Kahan,  William  H.  McNeill,  Emile 
Karafiol,  and  an  anonymous  r<-ferec  for  their  many  helpfid  snj'j'estions.  The  kind  and 
valuable  assistance  of  Dr.  Manfred  Pohl  and  Friiulein  Deutschewitz  of  the  Historisches 
Archiv  of  the  Deutsche  Bank  is  also  gratefully  acknowledged. 

'  A  Kreditliank  combines  in  one  institution  the  functions  of  a  commercial  hank  with 
those  of  an  investment  hank.  See,  Jacob  Riesser,  Ziir  Entwicklunf’.'if'eschichte  dcr  deutschen 
Gros.ihanken  mil  hesimdcrer  Riick.iicht  auf  die  KohzentratUmshestrebungcn  (Jena,  1906); 
Otto  Jeidels,  “Das  Verhaltnis  der  deutschen  Grosshanken  zur  Industrie  mit  besonderer 
Beriicksichtigung  der  Eisenindustrie,”  Stoats-  und  .sozialwissenschaftliche  Forschungen, 
XXII  (190.5),  1  271;  Martin  Gehr,  “Das  Verhaltnis  zwischen  Banken  und  Industrie  in 
Deutschland  seit  der  Mitte  des  19.  Jahrhunderts  bis  zur  Bankenkrise  von  19.31  unter 
besonderer  Beriicksichtigung  des  industricllen  Grosskredits,”  (doctoral  dissertation.  Uni¬ 
versity  of  Tubingen,  19.59). 

“Alexander  Gerschenkron,  Economic  Backwardness  in  Historical  Perspective  (Cam¬ 
bridge,  Mass.,  1962).  Note  that  Gerschenkron  argues  that  “follower”  countries  need  some 
special  institutional  arrangements  to  overcome  initial  obstacles  to  industrialization.  In 
Germany  the  Kredithanken  performed  this  function.  By  “substituting”  for  missing  ele¬ 
ments  (i.c.,  capital,  managerial  skills),  these  banks  sped  economic  growth,  according  to 
this  view. 


ing  its  original  features,  one  may  easily  trace  Gerschenkron’s  view 
to  the  work  of  earlier  scholars  including  Jacob  Riesser,  Gerhard  von 
Schulze-Gaevernitz,  and  Rudolf  Hilferding.-*  What  such  work  em¬ 
phasizes  most  heavily  is  the  extent  to  which  the  Kredithanken 
provided  or  helped  to  raise  industrial  capital. 

Tlie  best  known  and  most  influential  of  these  earlier  interpreta¬ 
tions  is  that  in  Hilferding’s  Das  Finanzkapital.  In  his  chapter  on 
“Ranks  and  Industrial  Credit,”  Hilferding  explains  that  once  in¬ 
dustry'  begins  to  use  bank  credit  for  fixed  capital  {Produktions- 
kapital),  firms  and  banks  become  increasingly  interdependent.  His 
analysis  makes  clear  that  at  such  a  stage,  “the  banks  usually  have 
the  stronger  part  in  this  relationship.”  *  The  character  of  this  rela¬ 
tionship  at  a  more  advanced  stage  is  treated  in  Hilferding’s  chapter 
on  “The  Capitalist  Monopolies  and  the  Banks.”  In  pursuit  of  both 
stability  and  higher  profits,  the  banks,  it  is  claimed,  use  their  power 
to  encourage  the  formation  of  trusts  and  cartels.  The  strength  of 
these  new  institutions  soon  rivals  that  of  the  banks,  but  conflict 
between  these  two  centers  of  power  does  not  result.  Instead,  in¬ 
creasing  concentration  of  the  ownership  of  capital  brings  about  an 
increasing  identity  of  interests  in  which  “Finanzkapital  reaches  its 
highest  level  of  power.”  "*  All  industries  do  not  necessarily,  reach 
this  advanced  stage  of  bank-industry  relations  at  the  same  time.  The 
arrival  at  this  stage  of  the  relatively  older  German  heavy  industries 
(e.g.,  coal,  steel,  chemicals)  is  usually  placed  in  the  mid-I890s, 
and  about  a  decade  later  in  the  German  electrical  industry'.  In  the 
course  of  this  transition  the  banks  are  thought  to  have  given  up 
their  pioneering  (i.e.,  developmental)  functions  and  to  have  become 
“weaker”  vis-a-vis  industry . 

Recent  work  on  the  role  of  the  Kredithanken  in  this  era  has 
taken  a  new  tack,  suggesting  either  that  throughout  the  period  these 
banks  were  weaker  and  less  important  as  stimulants  of  economic 
growth  or  that  they  were  influential  but  considerably  less  successful 
growth-inducing  agents  than  had  previously  been  thought.  An 
econometric  treatment  of  this  question  has  offered  evidence  that 
the  Kredithanken  actually  constrained  economic  growth  during 
the  years  1883  to  1913.®  In  his  work  on  the  corporation  and  cor- 

»  Ri(  •ssiT,  Ziir  EnIwicktunf’Xf’fschichtc-,  Rudolf  Hilferding,  Das  Finanzkapilal  (Vienna, 
1923);  and  Gerhard  von  Schulze-Gaevernitz,  Crundriss  dvr  Sozialiikonomik.  V  Ahtrilunn, 
II  Ted,  Die  dcutsche  KredUhank  (Tiihingen,  1922). 

*  Hilferding,  Das  Finanzkapital,  96. 

®  Ibid.,  283  284. 

•  H.  Xeuhurger  and  H.  H.  Stokes,  “German  Banks  and  German  Growth,  1883  1913: 
An  Empirical  View,”  Journal  of  Economic  History,  XXXIV  (1974),  710  731;  H.  Neu- 
burger  and  H.  H.  Stokes,  “German  Baking  and  Japanese  Banking:  A  Comparative  Analysis,” 
Journal  of  Economic  History,  XXV  ( 1975),  238  2.52. 
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porate  bureaucracy  during  industrialization  (based  largely  on  the 
archives  of  the  Siemens  electrical  firm),  Jurgen  Kocka  has  devoted 
much  attention  to  the  relations  of  Siemens  and  its  principal  bank, 
the  Deutsche  BankJ  Kocka’s  subtle  characterization  of  these  rela¬ 
tions  leaves  the  distinct  impression  that  in  this  case  the  firm  (i.e,, 
the  Siemens  family )  and  not  the  bank  had  the  upper  hand  and  that 
the  Deutsche  Bank  played  a  useful  but  hardly  indispensable  role 
in  Siemens’  development.  Under  the  terms  of  such  banker-client 
relationships,  Kredithanken  were  obliged  to  provide  their  clients 
with  short-term  loans  (ostensibly  working  capital)  and  to  manage 
securities  issues  to  obtain  long-term,  investment  capital;  in  manv 
cases  bankers  also  offered  their  clients  commercial  and  managerial 
advice.  It  is  the  stress  on  the  power  that  the  performance  of  these 
services  is  supposed  to  have  given  banks  to  which  Kocka  objects. 
Knut  Borchardt’s  recent  essay  on  German  industrialization  is  writ¬ 
ten  in  a  similar  vein.”  Borchardt  argues  that  the  role  of  the  Kredit¬ 
hanken  has  been  exaggerated  and  that  attention  has  “gravitated 
mistakenly  towards  an  almost  exclusive  preoccupation  with  the 
joint  stock  banks.” 

There  can  be  no  doubt  that  the  traditional  consensus  about  the 
Kredithanken  has  broken  down.  As  yet,  nothing  has  taken  its 
place.  While  a  comprehensive  reinterpretation  of  this  cjuestion  will 
depend  upon  the  richness  of  the  archives  now  being  explored,  there 
is  a  need  for  a  point  of  departure  to  guide  such  work. 

The  conceptual  framework  of  diplomacy  offers  the  historian 
several  advantages,’®  Such  a  framework  highlights  the  banks’  activ¬ 
ities  as  representatives  or  intermediaries  among  the  various  indus¬ 
trial  interests  they  served.  Moreover,  no  difficulty  arises  when  one 
introduces  the  notion  of  bank  interests  distinct  from  those  of  the 
firms  with  which  the  banks  dealt.  The  chief  advantage  of  employ¬ 
ing  the  framework  of  diplomacy  to  analyze  the  role  of  the  Kredit¬ 
hanken  is  that  diplomatic  maneuver  is  cjuite  a  close  analogue  to 
market  relations  under  oligopoly  conditions.  Finally,  this  framework 
does  not  exclude  the  social  and  political  influences  on  banking 
practice,  influences  that  might  be  ignored  if  the  Kredithanken  were 
examined  only  from  the  perspective  of  economic  theorv'. 


’  Jiirgon  Kock.i,  Unicrnchmensvcrwaltunf’  und  Angestclltcnschaft  am  Bciipiel  Siemens, 
1847-1914  ( StiitlK.irt,  1969),  429. 

"  Kmit  Borchardt,  “The  Industriiil  Revolution  in  Germany  1700  1914,”  in  The  Fon¬ 
tana  Economic  History  of  Europe  (London,  1973),  150. 

^Ihid.,  1.50. 

A  multi-polar  model  would  presumahly  be  most  useful.  For  a  discussion  of  some 
interestinp  approaches,  sec,  Morton  A.  Kaplan,  ed..  New  Approaches  to  International  Re¬ 
lations  (New  York,  1968). 
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The  Deutsche  Bank  and  the  Electrical  Industry 

We  will  examine  the  involvement  of  the  Deutsche  Bank  in  the 
electrical  industry,  with  particular  emphasis  on  the  two  most  im¬ 
portant  German  electrical  firms,  Siemens  &  Halske  and  the  All- 
gemeine  Elektricitiits-Gesellschaft  (A.E.G,).”  Siemens  &  Halske 
was  organized  as  a  partnership  in  1847  with  an  initial  capital  of 
6,843  Prussian  thalers  provided  by  a  silent  partner  who  was  also  a 
cousin  of  the  founder,  Werner  Siemens.  The  early  growth  of  the 
firm  was  financed  In'  retained  earnings  derived  mainly  from  the 
installation  of  telegraph  lines  and  the  manufacture  of  cable  and 
equipment  for  them.  A  second  stage  in  the  firm’s  development 
began  in  1866  with  Werner  Siemens’  discovery  of  the  principles 
governing  electric  power  generation.  The  application  of  these  prin¬ 
ciples  required  the  solution  of  numerous  technical  problems,  so 
that  the  commercial  exploitation  of  electric  power  generation  for 
such  uses  as  electric  lighting  and  transportation  was  delayed  until 
the  1880.S.  Estimates  of  the  total  capital  of  the  firm  indicate  that 
it  was  growing  rapidly  throughout  this  period.  According  to  a 
study  by  E.  Waller  cited  by  Kocka,  the  capital  of  Siemens  &  Hakske 
(including  foreign  subsidiaries)  increased  from  4,173,0(X)  marks 
in  1860  to  23,404,812  marks  in  1880  and  to  47,23.3,860  marks  in 
1889.’-  Tlie  .share  of  the  Siemens  family  (Eigenkapital)  climbed 
from  60  per  cent  in  1860  to  74  per  cxMit  in  1880,  revealing  that  re¬ 
investment  of  profits  occurred  on  a  large  scale.  Siemens  &  Halske 
became  a  joint-stock  company  in  1897  with  a  share  capital  of 
.35,000,000  marks,  but  all  shares  remained  in  the  possession  of  the 
Siemens  family.  By  1900  the  company’s  share  capital  had  grown 
to  54,500,000  marks,  which,  when  added  to  its  debt  and  reserves, 
gave  it  a  total  capital  of  94,000,000  marks.’’*  The  firm  continued  to 
grow  and  to  prosper  until  1914. 

Unlike  Siemens  &  Halske,  the  A.E.G.  (originally  called  the 
Deutsche  Edison  Gesellschaft)  depended  upon  bank  financial  sup¬ 
port  from  its  inception.  After  examining  some  of  Edison’s  electric 
lighting  equipment  at  the  Paris  Exhibition  of  1881,  Emil  Rathenau 
convinced  a  group  of  bankers  to  provide  him  with  250,000  marks 
to  found  an  exploratory  company  (StudiengeseUschaft)  whose 
objects  were  experimentation  with  carbon  filament  light  bulbs  and 

"  AnionR  the  most  osc-fiil  roferencfs  conct-rning  these  comp.anies  are  Ceorg  Siemens, 
Histonj  of  the  House  of  Siemens,  trans.  A.  F.  Rodger,  Vol.  1  (Freiburg/Munich,  19.57);  and 
Felix  Pinner,  Emil  Rathenau  und  das  elektrische  Zeitalter  (Leipzig,  1918). 

Kocka.  Untemehmensverwaltunf’,  .567. 

Emil  Kreller,  “Die  Entwicklung  der  deutschen  elektrotcchnischen  Industrie  und  ihre 
Aussichten  auf  dem  Weltmarkt,’’  Stoats-  und  sozialwissenschaftlichc  Forschungen,  XXII 
(190.3),  21-22. 
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creation  of  a  favorable  public  image  by  means  of  small  pilot  proj¬ 
ects.  The  enthusiastic  public  response  to  these  efforts  enabled 
Rathenau  to  persuade  Jacob  Landau  of  Berlin,  Gebriider  Sulzbach 
of  Frankfurt  am  Main,  and  the  Nationalbank  fiir  Deutschland  of 
Berlin  to  support  the  founding  of  the  Deutsche  Edison  Gesellschaft 
in  1883.  The  share  capital  of  the  new  company  was  5,000,000  marks. 
A  contract  signed  at  the  firm’s  founding  gave  it  (and  Siemens  & 
Halske)  exclusive  rights  to  the  Edison  patents  in  Germany.  In 
another  provision,  Rathenau’s  company  promised  to  produce  only 
carbon  filament  light  bulbs  and  to  purchase  all  other  electrical 
equipment  it  required  from  Siemens  &  Halske  who  agreed  in  turn, 
not  to  build  any  central  power  stations.  This  combination  of  Edison 
patent  rights  and  a  contractually  regulated  relationship  with  Ger¬ 
many’s  strongest  electrical  firm  must  surely  have  helped  Rathenau 
to  win  his  bankers’  support. 

The  Deutsche  Edison  Gesellschaft’s  first  four  years  were  years  of 
technological  success  but  financial  and  legal  diffieultN’.  Efforts  to 
defend  its  patent  rights  proved  unavailing  and  its  agreement  with 
Siemens  &  Halske  gave  rise  to  serious  conflicts  between  the  two 
firms.  Furthermore,  the  construction  of  central  power  stations 
placed  a  barely  tolerable  strain  on  the  firm’s  finances.  These  prob¬ 
lems  were  resolved  in  1887.  Tlie  company  terminated  its  relations 
with  the  owner  of  the  Edison  patent  rights  for  Europe,  the  Com- 
pagnie  Continentale  Edison  of  Paris,  won  a  revision  of  its  agree¬ 
ment  with  Siemens  &  Halske,  and  obtained  an  infusion  of  capital 
from  a  new  group  of  banks  including  the  Deutsche  Bank,  the 
Schaafhausen’seher  Bankverein,  the  Discontogesellschaft,  and 
others.  As  a  part  of  these  rearrangements,  the  name  of  the  company 
was  changed  to  the  Allgemeine  Elektricitats-Gesellschaft.  The 
record  of  expansion  of  the  firm’s  capital  gives  some  impression  of 
its  rapid  growth  after  these  rearrangements  were  acwmplished.  To 
its  original  5,000,000  marks  the  A.E.G.  added  7,000,000  marks  in 
1888,  4,000,000  marks  in  both  1889  and  1890,  2,000,000  marks  in 
1895,  3,000,000  marks  in  1896,  10,000,000  marks  in  1897,  12,000,000 
marks  in  1898,  and  13,000,000  marks  in  1899,  reaching  a  total  of 
60,000,000  marks  share  capital  in  that  year.  By  1899,  its  reserves 
had  risen  to  28,500,000  marks  and  its  debt  to  about  the  same 
amount,  so  that  the  A.E.G.  was  employing  a  total  capital  of  ap¬ 
proximately  117,000,000  marks. The  firm’s  success  continued 
throughout  the  pre-war  era. 

What  makes  the  involvement  of  the  Deutsche  Bank  with  the 

»  Ibid..  l.S. 
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A.E.G.  and  Siemens  &  Halske  interesting  is  that  the  bank  had  close 
ties  to  both  firms.  Georg  von  Siemens,  a  cousin  and  former  em¬ 
ployee  of  Werner  Siemens  and  son  of  Werner’s  original  silent 
partner,  was  a  leading  figure  in  the  Deutsche  Bank  since  its  incep¬ 
tion  in  1870.  The  bank,  in  turn,  played  an  important  role  in  the 
rearrangements  that  established  the  A.E.G.  This  close  association 
with  both  firms  gave  the  Deutsche  Bank  a  pivotal  position  in  the 
electrical  industry. 


The  Bank’s  Financial  Servic:es 

The  principal  field  in  which  banks  represented  and  advised  in¬ 
dustrial  firms  was,  of  course,  finance  (both  long-term  and  short¬ 
term  ) .  The  issuing  of  securities  was  a  central  aspect  of  such  financial 
assistance.  Of  critical  importance  in  such  securities  issues  were  the 
composition  of  the  issuing  syndicate  of  banks  and  the  (juntas  of  the 
various  members.  The  correspondence  between  the  bank  and  Sie¬ 
mens  &  Halske  conceniing  an  1898  bond  issue  which  the  bank 
managed  for  that  firm  reveals  the  careful  judgments  ujwn  which 
agreement  had  to  be  reached  before  such  a  bond  issue  could  take 
place. 

Arthur  von  Gwinner,  a  director  of  the  Deutsche  Bank,  first  pre¬ 
sented  the  bank’s  plan  for  the  issue  to  Tonio  Biidiker  of  the  Siemens 
&  Halske  executive  committee  (Vorstaiul).  Because  Siemens  &  Hal- 
ske  was  an  established  firm  with  an  excellent  reputation,  its  securi¬ 
ties  were  much  in  demand.  In  such  circumstances,  other  banks  could 
be  expected  to  clamor  for  blocks  of  securities  so  that  the  chief  task 
of  the  Deutsche  Bank  in  planning  the  issue  was  to  allocate  shares 
among  those  banks  that  were  deemed  suitable  for  membership  in 
the  consortium.  In  presenting  the  plan,  Gwinner  noted  that  the 
Discontogesellschaft  had  accept(?d  a  full  share  in  the  issue  in  which, 
“in  the  interests  of  Siemens  &  Halske,”  he  took  great  pleasure.  In 
deference  to  the  wishes  of  the  Discontogesellschaft,  he  intended  to 
give  a  half  share  to  the  Norddeutsche  Bank  of  Hamburg,  which  he 
described  as  “one  of  the  most  important  provincial  German  banks.” 

A  request  by  the  Discontogesellschaft  that  another  provincial  bank 
be  given  a  half  share  was  refused  because  the  provincial  bank  in 
question  was  not  considered  prominent  enough.  The  relative 
strength  and  prestige  of  the  various  banks  mentioned  was  the  focus 
of  these  remarks.  Additional  considerations  came  into  play  in  re- 

Letter  from  Gwinner  to  Bodiker,  March  31,  1898,  Deutsche  Bank,  Historisches  Archiv, 
Frankfurt  am  Main  (Siemens  and  A.E.G.  files). 
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marks  concerning  the  Darmstiidter  Bank.  Gwinner  pointed  out  that 
since  other  banks  of  the  “Union  group,”  the  banks  that  belonged  to 
the  consortium  that  issued  the  securities  of  the  Union  Electric  Com¬ 
pany,  had  been  included,  it  would  have  been  an  insult  not  to  in¬ 
clude  the  Darmstiidter.  With  the  characteristic  subtlety  of  the  bank¬ 
er,  he  called  attention  to  the  “considerable  influenc*e  of  this  bank 
with  the  Berlin  municipal  goveniment.”  Pnidence  recpiired  that 
good  relations  be  maintained  with  those  banks  whose  good  will 
could  be  helpful  to  Siemens  &  Halske. 

Where  such  benefit  could  not  be  expected,  a  different  response 
was  called  for.  Gwinner  proposed  that  the  banking  firm  of  Delbriick, 
Leo  and  Company,  which  received  a  full  share  in  the  previous  Sie¬ 
mens  &  Halske  consortium  of  1893,  be  limited  to  three-cjuarters  of 
a  share  in  the  new  consortium.  He  did  so  because  Delbriick,  Leo 
and  Company  had  associated  itself  with  a  competing  group  under 
terms  that  Gwinner  found  objectionable.”’  Bcidiker’s  reply  indi¬ 
cates  that  only  on  this  point  did  he  disagree  on  the  ground  that 
“Herr  Delbriick,  who  has  had  business  ties  with  our  house  for  many 
years,  would  very  gladly  show  himself  to  be  friendly  to  our  house 
fif  given  a  full  share].”’’  Gwinner’s  tart  replv  clarified  the  (jues- 
tion.  “I  do  not  doubt  the  willingness  of  D.  L.  &  Co.  to  show  them¬ 
selves  friendlv  to  Siemens  &  Halske,  but  their  abilit\’,”  he  wrote, 
“since  they  are  contractually  bound  to  deal  exclusively  with  A.E.G. 
in  the  electrical  field.”  The  original  distribution  proposed  bv  the 
Deutsche  Bank  was  accepted  and  the  bonds  were  issued  as  planned. 
In  June  1898,  Gwinner  was  able  to  report  that  the  Siemens  &  Halske 
bonds  had  been  placed  satisfactorily.  Only  one  minor  difficult}’ 
was  reported  when  Delbriick,  Leo  and  Company  offered  the  bonds 
below  the  daily  closing  price  by  printed  circular,  an  action  that  could 
“discredit  them  in  the  eyes  of  the  public.”  The  Deutsche  Bank  took 
steps  to  end  this  disruptive  practice  immediately. 

A  careful  balancing  of  interests  characterized  the  Deutsche  Bank’s 
financial  services  to  Siemens  &  Halske,  for  tactful  but  finn  diplomacy 
was  needed  to  prevent  the  company  from  incurring  the  disfavor  of 
strong  banks  or  from  being  harmed  by  questionable  practices  of 
weak  ones.  Without  its  financial  strength,  the  Deutsche  Bank  could 
not  have  managed  with  success  a  securities  issue  like  that  of  Siemens 
&  Halske,  but  more  than  financial  strength  was  required.  The  direc¬ 
tors  of  the  Deutsche  Bank  had  to  know  the  political  and  financial 

"•  OwinniT  ()l>jfctfd  to  the  exclusive  aspect  of  thi-  agreement  that  Delbriick,  Leo  and 
Co.  had  made  with  the  A.E.G. 

'•  l.<’tt<'r  from  Biidiker  to  Gwinner,  April  1,  1898. 

Letter  from  Gwinner  to  Biidiker,  April  2,  1898. 
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potency  of  other  banks  and  electrical  firms  as  well  as  the  present 
status  of  ties  among  them.  Tlie  financial  strength  of  the  Deutsche 
Bank  and  the  superior  sources  of  information  of  its  directors  en¬ 
abled  them  to  be  helpful  to  Siemens  &  Halske  in  performing  other 
less  publicized  financial  services,  especially  in  the  delicate  negotia¬ 
tions  that  mergers  required. 

Mehger  Negotiations 

Immediately  after  the  turn  of  the  centur\’,  the  German  electrical 
industrv'  entered  a  period  of  severe  crisis.  Of  the  seven  firms,  or 
more  accurately  groups  of  firms,  in  the  industiy',  one  collapsed  and 
the  remainder  began  to  consider  mergers.'”  The  merger  negotiations 
were  extremely  complex,  rather  like  dynastic  marriage  politics  with 
the  various  banking  groups  taking  the  roles  of  family  mem¬ 
bers  whose  endorsement  was  needed  to  make  a  match.  An  item 
from  the  minutes  of  the  February  11,  1902,  meeting  of  the  Board 
of  Directors  of  Siemens  &  Halske  shows  that  a  merger  between  the 
A.E.G.  and  Schuckert  groups  was  under  consideration,  leaving  open 
the  possibilitx'  that  Siemens  &  Halske  would  later  join  in.  Tlie  final 
realignment  of  the  electrical  industrv  was  along  entirclv  different 
lines,  and  the  reasons  may  be  traced  in  several  crx'ptic  notes  pen¬ 
cilled  in  at  the  bottom  of  the  Deutsche  Bank’s  copy  of  the  minutes 
pertaining  to  the  merger  discussion: 

for  us  a  combination  with  the  A.K.Cb  would  be  much  easier  than  one  with 
the  Union  with  whose  bankers  close  cooperation  has  always  pro\ed  im¬ 
possible. 

Steinthal 

but  Hathienaul  thinks  so  much  more  of  himself  than  of  all  the  others  in¬ 
cluding  S  &  H  [Siemens  &  tlalske]  that  an  understanding  would  hardly 
lie  possible,  rather  with  Loewe. 

Mlanciewicz] 

I  see  the  value  of  an  understanding  with  Loewe  only  from  the  negative 
side. 

Cwlinnerl  “ 

Each  of  these  men  was  a  director  of  the  Deutsche  Bank.  It  is  evi¬ 
dent  from  their  comments  that  a  consensus  of  bank  and  electrical 

These  groups  were  the  Siemens  and  Halske  group,  the  A.E.G.  group,  the  Schuckert 
group,  the  Union  (or  Loewe)  group,  the  Helios  group,  the  Lahmeyer  group,  and  the 
Kiimnier  group.  Of  these,  the  first  four  were  the  major  forces  of  the  industry.  For  a  use¬ 
ful  account  of  events  in  the  electrical  industry  during  this  period,  see,  G.  Siemens,  History, 
Vol.  I,  194-197. 

“Siemens  and  Halske,  Minutes  of  the  February  11,  1902  Board  of  Directors  meeting. 
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company  representatives  could  not  be  obtained  in  favor  of  either  of 
the  alliances  mentioned. 

The  banks  were  in  no  position  to  dictate  a  merger  policy  to  the 
industry.  In  any  case,  one  did  not  dictate  to  either  the  Siemens  fam¬ 
ily  or  to  Emil  Rathenau.  On  the  other  hand,  the  realignment  of 
the  industry  that  followed  in  1903,  the  merger  of  the  A.E.G.  and 
Union  groups  and  the  partial  merger  of  Siemens  and  Schuckert,  is 
the  only  outcome  left  open  by  the  notes  quoted  above.  What  this 
fact  suggests  is  that  the  authors  of  those  notes  had  a  keen  under¬ 
standing  of  the  individuals  and  institutions  concerned  and  were 
quite  helpful  in  resolving  the  crisis  in  the  electrical  industr)'.  When 
Wilhelm  von  Siemens  wanted  to  approach  the  Schuckert  firm,  Lud¬ 
wig  Roland-Liicke,  the  Deutsche  Rank  representative  on  the  Sie¬ 
mens  &  Halske  board,  acted  as  his  intermediary.^^  After  the  two 
firms  agreed  upon  terms,  the  Deutsche  Rank  showed  its  support  by 
rounding  up  2,500,000  marks  worth  of  Schuckert  shares,  the  votes  of 
which  were  used  to  approve  the  Siemen.s-Schuckert  plan.--  In  the 
arrangement  that  resulted,  the  interests  of  both  Siemens  &  Halske 
and  those  of  the  Deutsche  Bank  were  well  served. 

The  Bank  as  Mediator 

The  relationship  between  Siemens  &  Halske  and  the  Deutsche 
Bank  was  not  always  an  untroubled  as  these  examples  might  sug¬ 
gest.  When  the  advice  of  the  Deutsche  Bank  directors  ranged  be¬ 
yond  narrow  financial  matters,  serious  tensions  arose.  Bankers  like 
Georg  Siemens  saw  in  Siemens  &  Halske  a  corporation  to  be  ev'^alu- 
ated  by,  and  certainly  to  be  guided  by,  the  ordinaiy^  measures  of 
commercial  success:  profits,  dividends,  and  market  share.  The  Sie¬ 
mens  family,  as  represented  by  Wilhelm  von  Siemens,  combined 
with  such  commercial  criteria  its  concern  for  the  preservation  of 
family  control  and  tradition.--*  These  differences  in  orientation  led 
to  sharp  conflicts  between  Deutsche  Bank  directors  ( and  some  offi¬ 
cers  of  Siemens  &  Halske  with  similar  views)  and  the  Siemens 
family.  By  retaining  a  majority  of  the  firm’s  shares,  the  Siemens  fam¬ 
ily  had  assured  itself  control  of  the  firm,  so  that  there  was  no  doubt 
who  would  have  the  last  word.  Even  under  these  circumstances, 
the  Deutsche  Bank  urged  its  views  vigorously  first  on  Werner,  later 
on  Wilhelm,  von  Siemens. 

The  Deutsche  Bank  favored  centralization  of  control  of  the  Sie- 

Kocka,  Untcmehmcnsvcrwaltunf’,  323-327. 

Letter  from  Wilhelm  von  Siemens  to  Roland-Liicke,  August  24,  1903. 

^  See  Kocka,  Untcrnchmcns  verwaltung,  396  ff.  for  a  good  discussion  of  this  conflict. 
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mens  bureaucracy  by  the  executive  committee  and  rationalization 
of  bureaucratic  procedure  within  the  firm  so  that  such  control  would 
be  assured.  The  bank  also  sought  to  make  effective  the  legally  es¬ 
tablished  supervisory  powers  of  the  board  of  directors  {Aufsicht- 
srat ) ,  powers  that  were  routinely  circumvented  at  Siemens  &  Halske. 
Because  the  Deutsche  Bank  and  other  banks  with  which  it  worked 
closely  were  well  represented  on  the  Siemens  &  Halske  board, 
strengthening  the  board’s  powers  would  increase  the  influence  of 
the  banks.  Seeing  in  such  an  approach  a  threat  to  family  preroga¬ 
tives,  Wilhelm  von  Siemens  opposed  such  measures  unless  their 
introduction  left  power  securely  in  his  hands.  One  well-d{x;umented 
incident,  in  which  the  issues  at  the  root  of  the  conflict  are  easily 
rec*ognized,  concerned  the  tenure  of  Alfred  Berliner,  the  director 
of  Siemens-Schuckert  Works  and  one  of  the  ablest  Siemens  oflB- 
cers.-^  Berliner  wanted  his  authority  as  chief  executive  of  Siemens- 
Schuckert  better  delineated  and  protected  from  the  interference  of 
Wilhelm  von  Siemens,  the  chairman  of  the  l)oard  of  directors.  The 
Deutsche  Bank  director  on  the  board  of  Siemens  &  Halske,  Roland- 
Liicke,  supported  Berliner,  and  both  men  threatened  to  resign  if 
the  matter  were  not  resolved  in  Berliner’s  favor.-"’  Wilhelm  von 
Siemens  took  Roland-Liicke’s  threat  seriously  because  such  a  resig¬ 
nation  would  have  been  sure  to  stimulate  undesirable  speculation 
in  the  financial  press.  So  great  was  public  concern  with  the  state 
of  the  bank’s  relations  with  the  firm  that  determined  efforts  were 
made  by  Siemens  to  avoid  an  overt  sign  of  disagreement. 

Siemens  responded  to  the  threat  with  an  earnest  letter  presenting 
his  side  of  the  dispute  to  Roland-Liicke.  Explaining  Berliner’s  claim, 
Siemens  wrote:  “B’s  [Berliner’s]  theory  is  basically  that  a  unified 
leadership  of  the  firm  is  impossible  as  a  consecjuence  of  the  influence 
that  I  exercise  on  the  operations  of  the  management.  In  spite  of 
my  explanations  to  the  contrary,  you  have  become  convinced  during 
a  conversation  with  B.  that  due  to  my  influence  the  head  of  manage¬ 
ment  cannot  have  the  cjuick,  appropriate  control  that  a  proper  ini¬ 
tiative  requires.”  Tliis  argument  was  dismissed  by  Siemens  who 
attributed  the  problem  to  a  personality  clash.  Roland-Liicke’s  tact¬ 
ful  reply  argued  that  Siemens  could  remain  a  strong  board  chair¬ 
man: 

without  making  impossible  unified,  capable,  and  responsive  leadership 

by  the  executive  committee  and  a  general  director.  Naturally  such  a  man- 

For  an  intercstinj'  description  of  Alfred  Berliner,  see  G.  Siemens,  History  Vol.  I,  321- 

322. 

“•  Berliner  wanted  to  be  appointed  Gcncraldircctor  of  the  firm. 

^'Letter  from  Wilhelm  von  Siemens  to  Roland-Liicke,  December  1,  1906. 
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agement  would  be  obliged  to  conduct  the  firm’s  affairs  with  the  con¬ 
stant  agreement  of  the  chairman  of  the  board  in  more  important  matters. 

In  contrast  to  the  present  .situation  only  one  distinction  need  be  intro¬ 
duced.  Communications  or  wishes  which  the  chairman  makes  known  to 
one  or  another  member  of  the  management  as  an  c.xpression  of  close 
collaboration  should  immediately  and  voluntarily  be  made  known  to  the 
focal  point  of  the  management,  the  general  director.  In  this  way  unified 
operations  will  be  insured.  .  . 

The  di.sagreement  was  resolved  in  a  compromise  in  wliich  Willielm 
von  Siemens’  anthoritN'  remained  intact.-^  This  incident  illustrat(‘s 
the  willingne.s.s  of  Deutsche  Bank  directors  to  mediate  not  onlv  be¬ 
tween  Siemens  &  Ilalske  and  other  firms  or  l)ank.s  but  also  between 
Siemens  &  Halske’s  managers  and  the  Siemens  familv.  Boland- 
Liicke’s  care  in  attempting  to  balance  the  interests  of  all  concerned 
is  also  evident. 

This  kind  of  discreet  manenvering  bv  Roland-Liicke  and  other 
Deutsche  Bank  directors  can  be  interpreted  as  weakness  on  the  part 
of  the  bank.-''  Yet  strength  and  weakness  are  relative*  terms.  The 
banks  were  indeed  w(*ak  when  judged  by  fanlh  estimates  of  their 
strength  derived  from  the  traditional  interpretation  of  the  bank’s 
role.  The  proper  standard  npon  which  such  a  jtidgment  shotild  be 
based  is  the  effectiveness  of  the  banks  in  performing  their  major 
functions.  It  was  the  banks’  principal  task  to  provide  credit  and  ad¬ 
vice,  not  to  dictate  policies  to  the  firms  the  bank  served.  If  the 
.strength  of  the  banks  is  judged  from  this  more  realistic  perspective, 
the  strength  of  the  banks  in  performing  the  essential  functions  of 
banking  becomes  apparent."'  .\nother  l(H)k  at  the  relations  of  the 
Deutsche  Bank  and  Siemens  &  Hakske  will  help  to  clarify  this  point. 

It  is  a  commonplace  of  banking  that  the  licpiidity  position  of  short¬ 
term  borrowers  bears  close  watching.  The  danger  of  a  li(jnidit\’ 
crisis  is  that  the  funds  to  repay  a  short-term  bank  loan  may  be 
wanting  when  the  loan  comes  due.  The  record  suggests  that  Sie¬ 
mens  &  Ilalske  experienced  such  a  crisis  in  1901  and  the  response 
of  the  Deutsche  Bank  was  firm.  An  account  of  the  crisis  was  given 
in  a  1903  letter  of  Wilhelm  von  Siemens  that  dealt  with  the  firm’s 
savings  program  for  employees.  Siemens  wrote: 

...  I  wa.s  urgently  rcfjuestcd  to  come  to  the  Deut.sche  Bank,  and  I  be¬ 
lieve  that  the  entire  Direktion  of  the  Deut.sche  Bank  was  gathered  there. 

Letter  from  Holaiul-Liicke  to  Wilhelm  von  Siemens,  December  .3,  1906. 

Koeka.  Ihitfnuhnwnsri’rtcallunii,  4.34  4.3.3. 

™  Ibid.,  429  ir. 

In  fact,  a  comparison  of  the  strenj'tb  of  th»-  KrciUtImnkcn  with  that  of  the  hanks  of 
other  advanced  countries  in  this  era  would  certainly  not  place  the  Krcdithankcn  on  the 
wc-aker  end  of  the  spectrum. 
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My  deceased  cousin  [Georg  Siemens]  told  me  that  our  company  did  not 
have  enough  money  and  asked  how  it  should  be  raised.  Herr  Gwinner 
judged  that  we  needed  5  to  6  million.  It  was  not  po.ssible  to  i.ssue  shares 
or  bonds  and  under  no  circumstances  could  we  count  on  the  Deutsche 
Bank  to  advance  us  the  money.  1  an.swered  that  for  a  comfortable  and 
financially  strong  position  there  were  indeed  several  millions  lacking.  But 
I  believed  that  at  the  present  time  we  woidd  get  by  and  certainly  not  be 
obliged,  at  least  for  the  time  being,  to  approach  the  banks.  My  comments 
were  received  with  great  skepticism  and  my  family  was  recpiired  to  obli¬ 
gate  itself  for  two  years  to  lend  the  finn  its  last  dividend  of  ten  jrer  cent."' 

It  is  not  clear  why  Wilhelm  von  Siemens  thought  that  the  Deutsche 
Bank  would  allow  his  firm’s  litjiiidity  position  to  worsen  and  would 
then  accept  the  risk  itself.  Any  such  illusions  on  his  part  were 
(juickh’  dispelled  when  the  hank  held  Siemens  &  Halske  to  the  rules 
of  good  financial  practice.  C^ertainly  no  (juestion  of  weakness  on 
the  part  of  the  hank  arist*s  in  considering  this  incident.  It  is  also 
noteworthy  that  the  crisis  was  surmounted  without  causing  the 
Siemens  firm  any  emharrassment. 

While  hank  influence  most  commonh’  made  itself  felt  in  the  finan¬ 
cial  and  managerial  policies  of  Siemens  &  Ilalske,  this  influence 
could  he  detected  in  other  fields  as  well.  Moreover,  the  hank’s 
influence  was  not  always  used  in  a  restrictive  way.  When  in  the 
Deutsche  Bank  directors’  view  Siemens  &  Ilalske  was  treated  un- 
fairlv  hy  purchasers  of  the  firm’s  products,  the  directors  might  well 
find  a  way  to  intervene  in  order  to  defend  Siemens’  interests,  just 
such  a  situation  devx'loped  during  the  winter  of  1913-1914.  An 
informal  agreement  had  apparently  het'n  worked  out  according  to 
which  Siemens  &  Ilalske  and  the  A.E.G.  were  to  share  evenly 
the  contracts  Being  granted  hv  the  Constantinople  Tramwa\  s  (’om- 
pany.  To  the  former  firm’s  surprise,  the  agents  to  the  latter  won 
all  of  the  electric  motor  contracts.  The  maneuver  was  apparently 
Based  on  a  false  allegation  of  technical  problems  in  Siemens’  motors. 
Siemens  &  Ilalske  was  incensed  at  the  loss  of  the  contracts,  not  only 
Because  of  their  monetarx'^  value,  hut  also  Because  of  the  implied 
challenge  to  the  firm’s  technical  competence.  Lacking  anv  other 
rec*our.se  Siemens  &  Ilalske  appealed  to  Elkan  Ileinemann,  the 
representatives  of  the  Deutsche  Bank  on  the  Siemens  hoard  at  that 
time. 

In  this  case  the  Deutsche  Bank  had  especiallv  good  channels 
through  which  to  make  its  influence  felt.  The  Constantinople  proj‘- 
ect  was  Being  financed  By  the  Societe  Financiere  de  Transports  et 
d’Entreprises  Indiustriellcs  of  Brussels,  one  of  whose  leading  figures, 

LettiT  from  Wilhelm  von  Siemens  to  Roland-Liicke,  Aiif’ust  1.5,  1902. 
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D.  Heineman,  had  worked  in  close  collaboration  with  the  Deutsche 
Bank  for  many  years  in  the  Deutsche  Uberseeische  Elektricitats- 
Gesellschaft.  E.  Heinemann  sent  a  telegram  to  D.  Heineman  pro¬ 
testing  the  exclusion  of  Siemens  from  the  motor  contracts  and  fol¬ 
lowed  up  with  a  strongly  worded  letter  supporting  Siemens’  posi¬ 
tion  and  defending  its  technical  competence.  E.  Heinemann  pointed 
out  that:  “the  Siemens-Schuckert  Works  could  not  possibly  allow 
itself  to  be  denied  contracts  for  motors.  .  .  .  Also  considering  the 
matter  from  the  standpoint  of  the  Deutsche  Bank,  I  must  make  the 
friendly  request  that  you  see  to  it  that  the  Siemens-Schuckert  Works 
is  not  unfairly  treated.”  In  spite  of  these  efforts,  the  response  from 
Brussels  included  only  temporizing  and  excuses. 

The  Deutsche  Bank  could  not  be  put  off  with  such  temporizing. 

E.  Heinemann  sent  to  Brussels  an  even  more  pointedly  worded  letter 
repeating  Siemens’  case  and  providing  technical  information  and 
an  engineer’s  report  to  support  it.  A  technical  report  from  Constan¬ 
tinople  confirmed  the  adequacy  of  the  Siemens  motors,  but  the  re¬ 
sults  of  these  tests  were  questioned  and  a  second  series  of  tests  were 
conducted  with  the  same  result.  On  March  6,  D.  Heineman  in¬ 
formed  the  Deutsche  Bank  that  the  motor  contracts  were  to  be 
divided  erjually  between  the  A.E.G.  and  Siemens  &  Halske.  It  is 
doubtful  that  technical  factors  alone  prompted  this  decision.  Al¬ 
though  the  record  offers  no  certaintv'  on  this  point,  there  is  reason 
to  suspect  that  the  Deutsche  Bank  gave  the  Societe  Financiere  a 
disturbing  example  of  the  future  treatment  its  interests  could  re¬ 
ceive,  if  the  Societe  Financiere  did  not  respect  Siemens’  interests 
in  this  affair.  In  his  letter  of  thanks  to  Brussels,  E.  Heinemann  wrote: 

I  want  to  thank  you  for  your  friendly  efforts  in  this  matter. 

I  would  also  like  to  take  this  opportunity  to  mention  that  the  Banco 
Aleman  Transatlantico  in  Barcelona  has  decided  after  further  considera¬ 
tion  that  it  will  agree  after  all  to  an  extension  of  its  100,000  peso  loan 
to  the  streetcar  company.  This  is  being  done  because  the  company  has 
again  explained  that  it  would  find  such  an  extension  extremely  valuable 
in  view  of  negotiations  to  be  conducted  with  the  gentlemen  concerned.” 

What  this  letter  suggests  is  that  the  Deutsche  Bank  had  used  its  in¬ 
fluence  with  a  bank  in  Barcelona  to  have  a  sizeable,  and  possibly 
badly  needed,  credit  withdrawn  from  a  company  in  which  the 
Societe  Financiere  had  an  interest  and,  after  the  Societe  Financiere 
had  arranged  the  Turkish  motor  contracts  in  a  way  that  the 
Deutsche  Bank  found  satisfactory,  had  the  credit  reinstated. 

“Letter  from  E.  Heinemann  to  D.  Heineman  in  Brussels,  February  4,  1914. 

“  Letter  from  E.  Heinemann  to  D.  Heineman  in  Brussels,  March  9,  1914. 
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Limits  of  the  Bank’s  Influence 


Although  the  Deutsche  Bank  could  make  its  influence  felt  through 
small  gestures  like  the  one  just  described,  no  hast)'  conclusions 
should  be  drawn  from  it.  The  use  of  bank  influence  was  subject  to 
severe  limitations,  some  obvious,  others  less  so.  Obvious  limitations 
included  potential  or  actual  government  regulation  and  keen  com¬ 
petition  among  bankers.'*^  A  less  obvious  limitation  was  the  bank’s 
strong  commitment  to  the  most  efficient  and  profitable  operation  of 
the  firms  the  banks  served.  Actions  that  failed  to  honor  that  com¬ 
mitment  could  discredit  the  bank  in  the  ev  es  of  management,  share¬ 
holders,  and,  ultimately,  the  gentTal  public  as  well.^"’  A  watchful 
financial  press  was  most  eager  to  uncwer  any  such  questionable 
conduct.  The  effectiveness  of  this  limitation  is  illustrated  by  an 
episode  rather  like  the  dispute  about  electric  motor  contracts.  The 
Deutsche  Bank  had  had  close  relations  with  the  Mannesmann 
Works,  a  major  German  metallurgical  concern,  ever  since  the  firm’s 
founding.  Because  of  this  connection,  Alfred  Berliner  (of  Siemens- 
Schuckert)  thought  that  Siemens  had  the  favored  position  to  ob¬ 
tain  Mannesmann’s  electrical  contracts.  When  in  the  spring  of  1905 
a  major  turbine  contract  went  to  a  competitor,  Berliner  became  very 
irritated  and  expressed  his  irritation  in  several  very  candid  letters 
to  Roland-Liicke. 

The  main  issue  that  Berliner  raised  in  this  correspondence  was 
the  extent  to  which  the  Deutsche  Bank  was  obligated  to  direct  con¬ 
tracts  for  electrical  equipment  to  Siemens  &  Halske.  Berliner’s  in¬ 
terpretation  of  this  obligation  went  very  far  indeed:  “1  don’t  want 
to  close  this  letter  without  making  you  aware  of  the  fact  that  we  are 
still  bound  to  the  Deutsche  Bank  by  a  contractual  relationship.  And 
the  Deutsche  Bank  has  the  duty  to  help  us  obtain  business  in  every 
way  and  not,  as  in  the  preceding  case,  to  allow  the  competition  to 
win  business  that  a  stroke  of  the  pen  would  have  given  to  us.”  A 
second  letter  continued  in  the  same  vein,  noting  that  “we  regret 
terribly  that  the  Mannesmann  Works  shows  so  little  concern  for  the 
relations  that  exist  between  you  and  us.” For  the  bank  such  an 
understanding  of  these  relations  went  a  good  deal  too  far.  The 

**  The  Bank  Enquete  of  1908  is  evidence  of  parliamentary  concern  for  possible  abuses 
in  banking. 

The  Deutsche  Bank  often  issued  and  sold  the  shares  of  firms  it  served.  As  a  promi¬ 
nent  underwriter  of  such  issues,  th*-  hank  asstimed  a  tacit  responsibility  for  the  proper  con¬ 
duct  of  the  firm's  affairs.  Supporting  any  action  not  in  the  best  interests  of  the  firm  would 
have  been  perceived  as  a  betrayal  of  the  firm’s  shareholders.  If  two  client  firms  of  the  bank 
came  into  conflict,  the  bank  was  expected  to  avoid  taking  sides  or  to  terminate  relations  with 
one  of  the  parties. 

**  Letter  from  Berliner  to  Roland-Liicke,  May  24,  1905. 

”  Letter  from  Berliner  to  Klonne,  May  24,  1905. 
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Deutsche  Bank  directors  knew  that  they  and  not  those  of  Siemens 
&  Halske  were  the  proper  judges  of  what  support  could  have 
been  and  ought  to  have  been  given  that  firm,  and  the  bank  reacted 
accordingly. 

The  bank’s  response  emphasized  the  limits  of  its  influence  in  such 
situations.  After  investigating  the  granting  of  the  contract,  Roland- 
Liicke  reported  that  Mannesmann’s  decision  was  based  on  technical 
factors  but  that  he  assumed  that  a  poor  sales  effort  by  Siemens  & 
Halske  was  also  to  blame.  He  added  that  “on  the  side  of  the 
Deutsche  Bank  everything  has  been  done  which  can  be  done  in  such 
cases;  coercion  \Diktieren\  of  the  sort  you  take  for  granted  is  not 
possible.”  Concerning  the  “contractual  relationship”  between 
bank  and  firm,  Roland-Liicke  noted  that  Berliner’s  interpretation 
of  that  relationship  was  not  acceptable  and  that  he  and  his  col¬ 
leagues  were  considering  the  termination  of  this  c*ontractual  rela¬ 
tionship  because  they  could  not  approve  Berliner’s  view.-*'’  Ber¬ 
liner  backed  down  immediately,  replying  that  his  remarks  had  not 
been  interpreted  as  he  had  intended.  Claiming  that  he  understood 
that  the  Deutsche  Bank  could  not  piarantt*e  Siemens  the  electrical 
contracts  of  eveiy  firm  with  which  the  bank  was  friendly,  Berliner 
maintained  that  he  had  merely  wanted  to  help  in  winning  tech¬ 
nically  challenging  contracts.^'*  In  his  reply  to  Roland-Liicke,  Ber¬ 
liner  also  noted  that  the  firm  from  which  the  turbine  had  been  or¬ 
dered  had  recently  made  sizeable  purchases  from  Mannesmann,  rais¬ 
ing  the  possibility  that  some  sort  of  reciprocal  arrangement  was  in¬ 
volved.  Berliner’s  effort  however  was  not  entirely  wasted,  since 
Siemens  did  obtain  some  less  important  Mannesmann  contracts.  It 
appears  that  the  Deutsche  Bank,  in  a  characteristic  exercise  of  its 
diplomatic  function,  saw  to  it  that  the  resolution  of  the  dispute  re¬ 
flected  the  interests  of  all  concerned.  The  Deutsehe  Bank  also  used 
the  incident  to  demonstrate  that  there  were  definite  limits  bexond 
which  it  would  not  go  in  assisting  friendlv  firms  and  that  the  bank 
determined  where  those  limits  lav. 

Keeping  Peace  in  the  Electiuc:al  Industhy 

These  incidents  suggest  that  efforts  at  explaining  the  role  of  the 
Kredithanken  should  focus  not  on  the  strength  or  weakness  of  these 
banks  vis-a-vis  industrial  firms  but  rather  on  the  charac'ter  of  the 
services  performed  by  the  banks  for  such  firms.  Besides  its  more 

Letter  from  Holaiul-Liicke  to  Berliner,  May  27,  1905. 

Letter  from  Berliner  to  Roland-Liicke,  May  24,  1905. 

Letter  from  BerliiuT  to  Roland-Liicke,  May  27,  1905. 
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routine  financial  services,  the  greatest  service  which  the  Deutsche 
Bank  performed  in  the  course  of  its  invoh  enient  with  the  electrical 
indnstr)’  was  in  fact  keeping  the  peace.^'  As  noted  earlier,  the 
A.E.G.,  or  rather  its  predecessor  the  Deutsche  Edison  Gesellschaft, 
began  its  existence  as  a  stepchild  of  Siemens  &  Halske.  Tlie  two 
firms  were  bound  together  by  a  ten-year  contract  which  resolved 
patent  conflicts,  gave  the  A.E.G.  precedence  in  the  building  of  cen¬ 
tral  power  stations,  and  obligated  the  A.E.G.  to  purchase  most  of 
its  heav\  e(|nipment  (e.g.,  dvnamos  and  cable)  from  Siemens  & 
Halske.  Although  drastically  revised  in  1887,  this  contract  gave  rise 
to  intense  friction  and  disagreement  between  the  parties.’-  Such 
tension  put  Georg  Siemens  in  a  very  difficult  position.  The  Deutsche 
Bank  was  the  leader  of  the  sx  ndicate  for  the  issue  of  A.E.G.  securi¬ 
ties  and  CJt'org  Siemens  was  first  a  prominent  member  and  then 
(from  1889  until  1896)  the  chairman  of  the  A.E.G.  board  of  direc¬ 
tors.  .At  the  same  time  Cieorg  Siemens  had  close  personal,  family 
and  professional  ties  to  Siemens  &  Halske.  What  was  his  proper 
role? 

In  a  letter  to  (ieorg  Siemens  written  at  the  time  that  the  trouble¬ 
some  contract  betwe(‘n  the  two  firms  was  finalK’  being  terminated, 
Emil  Rathenan  described  Siemens  as  an  “honest  broker”  {ehrlicher 
Makler Rathenan  was  surely  among  those  best  placed  to  make 
such  a  jndgmt'ut,  and  Siemens’  correspondence  with  others  fully 
supports  Rathenan’s  view.  How  faithfnllv  Georg  Siemens  plaved 
this  role  is  illustrated  bv  an  1888  letter  from  Siemens  to  Henrv  Vil- 
lard,  an  .American  financier  in  whom  Sienu*ns  often  confided:  “The 
conflict  between  Siemens  &  Halske  and  the  General  Electric  (’om- 
panv  |.A.E.(J.|  becomes  sharper  and  sharper  and  cooperation  be¬ 
tween  the  two  more  and  more  problematical.  To  my  regret  the 
fault  appears  to  be  to  a  great  degree  on  the  side  of  Siemens  & 
Halske.”  ^  ‘  Family  ties  did  not  obscure  Siemens’  view  of  his  rela¬ 
tives’  faults  or  confuse  his  judgment  of  the  merits  and  weaknesses 
of  their  case.  He  did  his  discreet  best  to  make  each  side  consider 
the  positioti  of  the  other.  Yet  the  seeminglv  endless  (jnarreling  that 
he  witnessed  mn.st  have  tried  his  patience.  His  correspondence  often 
betrays  more  than  a  hint  of  frustration:  “It  is  a  pity  that  face  to 
face  dealings  arc  so  difficult  between  yon  two  |  Rathenan  and 

*'  For  a  (iooil  <lisciissioii  of  Ccorj;  Siriiicns’  carorr  and  some  intcrc-stiiiR  cxccTpts  from 
his  Ir-ttcrs.  si'i-,  Karl  Ilolffcrich.  Gcorfj  i  on  Sirnu’nx  ( Borliii.  1923);  also  see,  C.  Sieincns, 
ffisfon/,  Vol.  I. 

For  an  i-xplanation  of  this  problem  and  its  resolution,  see,  F.  Pinner,  Emil  Rathenau, 
146  154. 

*•*  Letter  from  Kathenau  to  Georg  Siemens,  May  19,  1894. 

Letter  from  Georg  Siemens  to  Henry  Villard  in  Eisenach,  June  11,  1888. 
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Wemer  von  Siemens].  I  believe  that  a  conversation  could  be  quite 
helpful.  I  lack  any  knowledge  of  technical  matters  and  the  ‘pre¬ 
history/  so  that  I  am  not  able  to  distinguish  the  essential  from  the 
non-essential.  I  am  even  afraid  that  I  am  not  useful  enough  as  a 
broker  between  the  parties.”  Given  the  obstacles  he  faced,  Georg 
Siemens  was  not  merely  useful;  he  was  astonishingly  successful  in 
maintaining  a  degree  of  peace  that  allowed  the  Gennan  electrical 
industry  to  prosper. 

The  record  of  Georg  Siemens’  dealing  with  Rathenau  offers  ironic 
testimony  to  this  success.  During  the  late  1880s  when  the  A.E.G.  was 
gravely  threatened  by  the  actioas  of  Siemens  &  Halske,  Georg  Sie¬ 
mens  fought  tirelessly  to  keep  Rathenau’s  firm  afloat.  Tlie  letters 
of  Georg  Siemens  to  his  cousin  Werner  contain  frequent  references 
to  a  possible  failure  of  the  A.E.G.  Such  a  failure,  Georg  Siemens 
argued,  would  do  Siemens  &  Halske  no  good.  Rather,  “a  failure  of 
the  company  |  A.E.G.]  will  be  blamed  finally  on  you  |  Werner  von 
Siemens],  Delbriick  and  me  .  .  .  the  publicity  will  of  c*ourse  first 
focus  on  you.”  These  telling  arguments  had  the  intended  effec*t, 
and  the  compromise  fashioned  almost  single-handedly  by  Georg 
Siemens  was  accepted  by  all  parties.  In  the  absence  of  such  a  c^jm- 
promise  it  is  quite  possible  that  the  A.E.G.  would  have  failed. 

Far  from  a  being  failure,  Rathenau  was  a  brilliant  and  remarkable 
success.  By  the  latter  half  of  the  1890s,  Georg  Siemens’  correspon¬ 
dence  concerning  Rathenau  took  on  a  decidedly  different  tone:  “R’s 
I  Rathenau’s]  ambition  is  to  gather  around  himself  the  greatest  pos¬ 
sible  number  of  bankers  and  to  withdraw  them  from  the  competi¬ 
tion.  Therefore  he  reejuires  from  bankers  that  they  bind  themselves 
to  him  irrevocably  for  six  years.”  From  the  point  of  view  of  the 
Deutsche  Bank,  Rathenau’s  plan  to  form  a  securities  consortium 
was  entirely  unacceptable.  With  a  display  of  his  familiar  diplomatic 
skill,  Georg  Siemens  persuaded  Rathenau  to  eliminate  the  objec¬ 
tionable  exclusivity  provision  from  Rathenau’s  proposal.  A  mere 
decade  earlier  Siemens  had  been  fighting  to  keep  Rathenau’s  firm 
alive;  now  Siemens  was  maneuvering  to  prevent  Rathenau  from  ob¬ 
taining  unreasonable  concessions  from  the  Deutsche  Bank. 

When  it  came  to  direct  clashes  between  men  of  the  stature  of 
Wemer  von  Siemens  and  Emil  Rathenau,  the  tnie  limitations  of 
the  influence  of  the  Deutsche  Bank  emerged  most  clearly.  Straining 
his  every  resource,  a  banker  as  gifted  as  Georg  Siemens  was  barely 
able  to  keep  the  peace.  His  was  the  role  of  mediator.  Such  stability 

Letter  from  Georj;  Siemens  to  Wemer  von  Siemens,  June  12,  1888. 

Letter  from  Georg  Siemens  to  Werner  von  Siemens,  May  18,  1888. 

”  Letter  from  Georg  Siemens  to  Henri  Abegg  in  Zurich,  December  26,  1896. 
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as  existed  in  the  electrical  industry  in  its  critical  early  years  was  due 
in  no  small  measure  to  his  efforts. 


Conclusion 

Although  the  success  of  Siemens’  efforts  depended  on  the  power  of 
the  institution  he  represented  as  well  as  his  personal  gifts,  an  under¬ 
standing  of  the  place  of  the  Kredithanken  is  not  well  served  by  de¬ 
fining  their  role  in  terms  of  strength  or  weakness.  Strength  alone  did 
not  make  of  the  Kredithanken  successful  or  effective  institutions. 
What  is  needed  is  a  careful  examination  of  the  functions  of  the 
Kredithanken  and,  in  particular,  of  the  non-financial  functions.  It 
is  with  the  ciireers  of  bankers  like  Georg  Siemens  and  others  of  the 
first  generation  of  Kredithanken  leaders  that  such  an  examination 
should  begin.  Wliether  or  not  the  evidence  unc^overed  will  support 
such  broad  interpretations  as  those  of  Hilferding  and  Gerschenkron 
remains  to  be  seen.  The  evidence  offered  above  suggests,  however, 
that  naive  versions  of  Hilferding’s  view,  which  characterize  emerg¬ 
ing  German  industrial  capitalism  as  a  “dictatorship  of  the  banks,” 
will  be  of  little  value.  In  the  ongoing  reinteqjretation  of  the  banks’ 
role  in  German  industrial  development  both  Hilferding  and  Ger¬ 
schenkron  must  be  given  a  fair  test.  In  doing  so  it  will  be  especially 
productive  to  analyze  the  bankers’  mediation  among  the  various  in¬ 
terests  that  contributed  to  German  economic  development  before 
World  War  I. 
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BijL  eonard  S.  Reich 

ASSISTANT  PIIOFESSOH  OF  HISTOHY 
HENSSELAEH  POLYTEC.TINIC  INSTITUTE 

Research,  Patents,  and  the  Struggle  to 
Control  Radio:  A  Study  of  Big 
Business  and  the  Uses  of 
Industrial  Research/ 

C  The  advent  of  hieh-tcciinoloeij  industries  around  the  turn  of  the  een- 
turij  ereated  the  modern  industrial  research  department  and  placed  a 
new  emphasis  upon  the  search  for  patentable  innovations.  While  some 
of  this  research  led  to  advances  in  basic  scientific  knowledf^e,  and  much 
of  it  produced  product  or  process  improvements  that  were  direetlij  ap¬ 
plicable  to  a  firm’s  business,  a  great  deal  was  undertaken  to  enhance 
firms’  bargaining  powers  with  each  other  in  order  to  preserve  monopohj 
positiotis.  In  the  early  years  of  radio,  the  structure  of  the  industry  changed 
repeatedly  with  every  innovation  in  apparatus  or  circuitry,  a  sittiation 
that  led,  as  Professor  Reich  shows,  to  heavy  investment  in  “non-produc¬ 
tive”  research. 

What  is  tlie  relationship  of  scientific  research  and  technological 
advance  to  industrial  innovation?  Over  the  past  twent\’-five  to  thirty 
years  a  snhstantial  beginning  has  been  made  toward  a  better  under¬ 
standing  of  this  problem.'  A  number  of  historical  works  have  shown 
that,  while  many  factors  are  involved  in  the  evolution  and  ultimate 
control  of  markets,  the  use  of  scientific  knowledge  and  technical  ad¬ 
vance,  often  well-protected  by  patents,  has  taken  on  considerable 
importance  during  the  last  centuiy.  Changing  technolog\'  has  played 
a  substantial  role  in  businessmen’s  attempts  to  control  their  markets 
and  thus  to  secure  their  own  corporate  destinies.  Therefore,  to  com¬ 
prehend  corporate  relationships  to  markets  it  has  become  neccssar\’ 
in  many  cases  to  know  how  technical  advances  were  affected  and 
how  they  were  used  commercially. 

Business  History  Betiew,  Vol.  LI,  No.  2  (SunimiT,  1977).  Copyright  ©  The  President 
and  Fellows  of  Harvard  C^ollege. 

“  1  am  indebted  to  Professor  Louis  Galambos  for  much  helpful  criticism  during  the 
writing  of  this  article. 

‘  See,  W.  Hupert  Maclaurin,  Int  ention  anti  Innovation  in  the  Radio  Industry  ( New 
York,  1949);  Harold  Passer,  The  Electrical  Manufacturers,  IH75-I900  (Cambridge,  Mass., 
1953);  John  Enos,  Petroleum  Progress  and  Profits  (Cambridge,  Mass.,  1962);  Thomas 
Hughes,  Elmer  Sperry,  Inventor  and  Engineer  ( Haltimore,  1971);  and  Heese  Jenkins, 
Images  and  Enterprise  (Haltimore,  197.5). 


This  article  seeks  to  understand  this  process  by  considering  how 
research  and  development  work  at  several  industrial  laboratories 
was  emploN'cd  in  the  struggle  to  control  the  emerging  radio  market 
from  World  War  I  to  1926.  Corporate  strategies  and  conceptions  of 
markets  were  important  factors  in  the  competition,  to  be  sure,  but 
most  often,  holding  the  right  patents  at  the  right  time  turned  out  to 
be  the  key  to  success.  1  will  show  that  several  companies  were  able 
to  use  their  research-generated  patents  to  control  markets  bv  often 
circuitous  routes,  such  as  trading  of  particular  patent  rights  to  po¬ 
tential  competitors.  Such  findings  would  indicate  that  industrial 
research  has  been  useful  in  ways  heretofore  unemphasized  if  not 
unrecognizt*d,  and  that,  in  order  to  understand  the  place  of  science 
and  tcchnologN’  in  industr\’,  we  would  do  well  to  look  more  closely 
at  the  direction  of  industrial  research  and  the  relationships  of  the 
laboratories  to  their  corporate  sponsors. 

Historical  works  on  industrial  science  and  technological  innova¬ 
tion  generally  take  a  more  narrow  perspective  on  the  place  of  pat¬ 
ents  in  the  corporate  armory.  In  particular,  they  consider  the  uses 
of  patents  to  be  straightforward:  the  preclusion  of  competitors  from 
chosen  markets  by  control  of  crucial  patent  rights  or  bv  maintenance 
of  prohibitiveb’  dense  patent  structures.  Such  metluKls  have  indeed 
been  prevalent  in  the  cases  of  one-  or  main-product  firms,  especially 
at  a  time  when  they  were  building  their  initial  market  positions. 
However,  once  primar)'  markets  had  been  secured,  many  corpora¬ 
tions  realiztxl  that  survival  recpiired  extensive  and  somewhat  non¬ 
directive  research  efforts  for  the  purpose  of  gaining  patents,  some 
of  which  were  only  peripherallv  related  to  their  contemporary  areas 
of  commercial  interest.  As  Willis  R.  Whitne\’,  first  director  of  re¬ 
search  at  General  Electric,  explained:  “Our  research  laboratorx' 
was  a  development  of  the  idea  that  large  industrial  organizations 
have  both  an  opportunitv  and  a  responsibilitx'  for  their  own  life 
insurance.  New  discover)'  can  provide  it.”  - 

This  type  of  “life  insurance”  protected  the  corporate  “policy  hold¬ 
er”  in  two  ways.  First,  it  opened  up  new  areas  to  exploit  commer¬ 
cially,  providing  opportunity  for  growth  and  ensuring  that  the  com¬ 
pany  would  have  a  strong  hand  in  directing  important  new  markets. 
Secondly,  it  offered  the  company  protection  from  encroachment  on 
its  primary  markets  by  placing  it  in  the  technological  forefront,  and, 
just  as  importantly,  by  putting  in  its  hands  patents  that  could  be 
used  to  check  potential  competitors  by  attacking  them  in  their 
primary  markets.  Thus,  the  use  of  patent  rights  could  take  on  both 

in  John  BnHU’rick,  \V'i7/is  Rodncij  Whitney  (Albany,  N.Y.,  1945),  188. 

RESEARCH,  PATENTS  AND  RADIO  209 


an  offensive  and  a  defensive  character,  and  the  defense  could  be 
indirect. 

While  considerable  research  and  development  work  on  radio  sys¬ 
tems  had  been  completed  before  industrial  research  laboratories 
took  it  up  in  1912,  within  five  years  they  transformed  radio  com¬ 
munication  from  a  weak,  distorted,  and  erratic  medium  to  one  that 
was  strong,  clear,  and  reliable.  In  so  doing,  the  laboratories  built 
patent  structures  for  their  corporate  sponsors  to  use  in  the  attempt 
to  dominate  the  newly-profitable  radio  market  of  the  1920s.  By 
studying  how  these  patent  rights  were  exerted  we  should  acquire 
an  appreciation  of  the  complexities  and  subtleties  of  the  commercial 
situation  and  an  understanding  of  what  types  of  commercial  con¬ 
siderations  provided  direction  to  research  efforts  in  the  laboratories. 

This  is  by  no  means  the  first  effort  to  understand  the  types  of 
research  undertaken  by  industrial  laboratories  in  the  development 
of  radio  technology.  For  example,  Kendall  Birr’s  Pioneering  in 
Industrial  Research:  The  Story  of  the  General  Electric  Research 
Laboratory  (Washington,  D.C.,  1957)  discusses  vacuum  tube  and 
radio  research  in  some  detail,  and  G.  L.  Archer’s  History  of  Radio  to 
1926  (New  York,  1938)  and  Big  Business  and  Radio  (New  York, 
1939)  look  at  the  external  factors  that  affected  the  development  of 
the  industry.  What  these  authors  share  with  numerous  others  who 
have  written  on  the  history  of  radio  is  a  certain  naivete  concerning 
the  effect  of  commercial  exigencies  on  the  shaping  of  research. 
The  standard  interpretation  is  that  the  various  companies  main¬ 
tained  extensive  programs  exclusively  for  the  purpose  of  putting 
themselves  at  the  forefront  of  product  innovation  —  an  advantage 
to  be  used  naturally  in  a  competitive  marketplace.  But  it  is  also 
true  that  these  companies  pursued  research  for  monopoly  control 
of  markets,  not  for  shares  of  the  market,  and  that  their  eagerness 
for  patents  provided  both  direction  and  constraint  to  their  research 
efforts.  Let  us  begin  by  recounting  the  development  of  the 
radio  art  and  by  considering  the  attempts  of  several  companies  to 
dominate  the  new-born  radio  industry,  before  proceeding  to  ex¬ 
amine  the  role  of  research  and  patents  in  attaining  corporate  goals, 
taking  examples  from  the  commercial  history  of  radio. 

Pre-World  War  Developments 

The  development  of  radio  goes  back  to  the  nineteenth  century. 
Following  Heinrich  Hertz’s  first  successful  transmission  of  “ether 
waves”  in  Germany  in  1887,  a  young  Italian  named  Guglielmo 
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Marconi  developed  a  functional  system  of  “wireless  telegraphy” 
and  by  1897  succeeded  in  organizing  a  British  company  to  produce 
and  lease  the  devices.  This  “wireless”  used  what  is  known  as  a 
spark-gap  oscillator  to  generate  waves:  a  single  pulse  of  electricity 
in  a  specially  shaped  antenna  produced  one  series  of  waves  that 
corresponded  to  a  dot  or  dash  (according  to  duration)  at  the  re¬ 
ceiver,  and  subsequent  amplification  was  minimal.  In  1899  Marconi 
launched  an  American  subsidiary  and  set  out  to  lease  etpiipment  for 
use  on  ocean-going  vessels.  The  U.S.  Nav)'  became  his  best  cus¬ 
tomer. 

Among  Marconi’s  consultants  in  Britain  was  Ambrose  Fleming. 
Familiar  with  incandescent  lamp  phenomena  from  having  worked 
with  the  Edison  Electric  Light  Company  of  London,  Fleming  in 
1904  patented  a  device  that  resembled  an  electric  lamp  but  that 
had  certain  electrical  characteristics  that  made  it  a  superior  “de¬ 
tector”  of  received  radio  waves.  Fleming  called  this  two-element 
device  a  “diode,”  and  assigned  the  patent  rights  to  the  Marconi 
Company.  In  1907  the  American  inventor  Lee  deForest  made  a 
major  improvement  to  the  diode  when  he  inserted  a  third  element 
or  “grid,”  into  the  tube.  The  grid  of  the  “audion,”  as  deForest 
called  his  improved  device,  made  it  a  much  more  sensitive  detector, 
and  after  its  powers  of  amplification  became  known,  the  triode  tube 
eventuiilly  became  the  heart  of  both  transmitting  and  receiving 
apparatus.  Within  a  few  years,  deForest  had  constructed  a  func¬ 
tional  radio  transmitter  and  receiver,  though  operation  of  the  sys¬ 
tem  proved  to  be  erratic. 

For  more  than  a  decade,  meanwhile,  the  American  Telephone 
and  Telegraph  Company  (AT&T)  had  been  interested  in  the  com¬ 
mercial  possibilities  of  long-distance  telephone  communication. 
Since  signals  attenuate  with  distance,  the  problem  was  to  provide 
an  amplifier  or  “repeater”  as  AT&T  preferred  to  call  it.  Thus,  when 
Professor  Michael  Pupin  of  Columbia  University  obtained  a  patent 
on  the  “loading  coil,”  which  reduced  the  need  for  amplification, 
AT&T  immediately  purchased  the  patent  rights  in  1900.  AT&T 
had  organized  its  own  research  department  in  1881,  but  it  was 
concerned,  almost  exclusively  with  the  engineering  development 
of  existing  apparatus.  In  1906,  the  AT&T  chief  engineer  reported 
to  the  president:  “Every  effort  in  the  Department  is  being  exerted 
toward  perfecting  the  engineering  methods;  no  one  is  employed 
who,  as  an  inventor,  is  capable  of  originating  new  apparatus  of 
novel  design.  In  consequence  of  this  it  will  be  necessary  in  many 
cases  to  depend  upon  the  acquisition  of  inventions  of  outside  men, 
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leaving  the  adaptation  of  them  to  our  engineers  and  to  the  Western 
Electric  Company  |  an  AT&T  subsidiaiA'  | •* 

The  Panic  of  1907  brought  a  change  of  management  to  the 
company  and  a  new  chief  engineer  to  the  Research  Department. 
Both  the  new  president,  Tlieodore  N.  Vail,  who  returned  to  the 
company  from  retirement,  and  the  new  chief  engineer,  J.  J.  Carty, 
were  concerned  with  applications  of  science  to  technologx'  because 
they  realized  that  science-fostered  technological  advanct  could 
have  great  impact  on  the  Bell  System.  Cart\'  was  aware  that  radio 
in  particular  presented  a  threat  to  the  wire-dependent  Bell  patent 
position.  Thus,  while  one  of  Cartv’s  first  goals  was  to  solve  the 
long-distance  telephone  problem  by  development  of  a  suitable 
“repeater,”  he  kept  an  eye  on  the  radio  situation.  In  1909,  for 
example,  he  based  a  plea  for  expanded  faeilities  on  the  anticipated 
value  of  work  in  what  came  to  be  called  “electronics”:  “One  ad¬ 
ditional  argument  making  for  vigorous  work  upon  the  development 
of  a  more  powerful  repeater  I  call  to  your  particular  attention.  .  .  . 
Whoever  can  supply  and  control  the  necessary  telephone  repeater 
will  exert  a  dominating  influence  in  the  art  of  wireless  telephony 
[radio]  when  it  is  developed.  ...  A  successful  telephone  repeater, 
therefore,  would  not  only  react  most  favorably  upon  our  service 
where  wires  are  used,  but  might  put  us  in  a  position  of  control  with 
respect  to  the  art  of  wireless  telephony  should  it  turn  out  to  be  a 
factor  of  importance.”  ^ 

By  1911,  radio  work  was  in  full  swing  at  AT&T,  and  the  annual 
report  noted  that,  “to  make  adecjuate  progress  with  this  work,  it 
was  decided  to  organize  a  branch  of  the  engineering  department 
which  would  include  in  its  personnel  the  best  talent  available  and 
in  its  ecpiipment  the  best  facilities  possible  for  the  highest  grade 
laboratory  research.  ...  A  number  of  highly  trained  and  experi¬ 
enced  physicists  have  been  employed.”  This  represented  a  com¬ 
plete  turnabout  from  the  corporate  policy  maintained  as  late  as 
1907. 

The  realization  in  1912  that  deForest’s  audion  could  amplify  as 
well  as  detect  prompted  the  Western  Electric  researchers  to  take 
a  close  look  at  it,  and  they  very  much  liked  what  they  saw.  IIow- 

•'  Federal  Communications  Commission  Investigation  Pursuant  to  Public  Resolution  ttS, 
74th  Congress.  Docket  #1,  Exhibit  #2112,  p.  105.  (This  is  an  FCC  investigation  of  the 
Bell  System  nndertaken  in  1934  and  published  in  seventy-seven  volumes.  Copies  are 
available  at  the  FCC  Library  at  1919  M  St.,  NW,  Washington,  D.C.  A  condensed,  one- 
solume  report  was  issued  in  1938,  then  revised  and  reissued  in  1939;  see  the  following 
two  footnotes. ) 

‘Federal  Communications  Commission,  Investigation  of  the  Telephone  Industry  in  the 
United  States  (Washington,  D.C.,  1939),  189-190.  Italics  added. 

“Federal  Communications  Commission,  Proposed  Report  Telephone  Investigation  (Wash¬ 
ington,  D.C.,  1938),  212-213. 
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ever,  their  earl\  work  confirmed  that  deForest’s  patent  pre-empted 
virtually  all  possibilities  for  a  better  repeater.  That  is,  while  the 
Telephone  researchers  could  design  vaciuim  tubes  far  superior 
to  those  of  deForest,  his  basic  patent  on  the  concept  of  inserting 
another  element  (or  elements)  between  the  diode’s  cathode  and 
anode  lav  at  the  heart  of  ever\-  one  of  them  and  was  protected  by 
patent.  Therefore,  AT&T  had  to  purchase  all  patent  rights  to  the 
deForest  tube  in  order  to  develop  it.  This  was  accomplished  in 
1913  and  1914  when  the  compain’  attempted  to  obtain  exclusive 
rights  to  all  of  deForest’s  inventions,  a  policv  pursued  wherever 
possible.  However,  deForest  insisted  on  retaining  rights  under  the 
patents  for  his  own  use. 

The  “triode”  which  the  AT&T  researchers  took  over  in  1913  was 
verx’  weak.  It  choked  and  distorted  when  they  applied  a  loud 
speech  current  and  it  did  not  consistent!)’  give  the  same  response 
to  the  same  stimnlns.  The  researchers  mounted  a  massive  attack 
on  its  theorv,  its  mathematics,  its  construction,  and  its  behavior.'’ 
First,  the\'  increased  its  \'acuum,  resulting  in  essentiallv  pure  elec¬ 
tron  emission  that  gave  the  tube  more  stable  operating  character¬ 
istics.  The)'  achieved  other  advances  (juickl)’,  including  a  new 
t\  pe  of  filament  that  emitted  more  electrons  and  lasted  longer,  and 
improved  the  design  of  all  three  elements  —  cathode,  anode,  and 
grid,  ib'  1915,  AT&T  had  made  the  triode  a  reasonablv  reliable, 
stable  device,  and  when  the  first  transcontinental  telephone  line 
opened  in  that  \ear,  triodes  performed  the  necessary  amplification. 
During  these  )ears,  AT&T  had  built  up  a  substantial  research 
organization,  increasing  the  number  of  research  personnel  from 
192  to  959  and  the  research  budget  from  less  than  $5()0,(KK)  to  over 
$1,500,(XK).^  As  Cart)’  explained  to  the  stockholders:  “This  con¬ 
dition  has  been  brought  about  by  new  demands  for  research  in 
the  fundamentals  of  the  science  of  telephony;  together  with  larger 
and  very  important  activities  in  new  branches  of  the  telephone, 
telegraph,  and  wireless  arts.”  '' 

The  AT&T  researchers  undertook  their  first  extensive  wireless 
work  in  1914,  when  a  program  was  initiated  with  the  objective  of 
building  an  apparahis  that  could  bridge  the  Atlantic  with  con¬ 
tinuous-wave,  voice-carr\’ing  signals.  Thev  accomplished  this  in 
short  order.  First  tested  between  Montank,  Long  Island  and 
Wilmington,  Delaware,  an  AT&T  radio  .system  was  successfully 
transmitting  to  Paris  by  October  1915,  though  there  were  still  great 

“  Ntaclaurin,  /ni  enfion  and  Innovation  in  the  Radio  Industry,  89,  90. 

•  FCC,  Investigation  of  the  Telephone  Industry,  196. 

"  Ibid. 
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problems  of  fidelity  and  especially  of  static  to  be  solved.  While 
not  alone  in  radio-related  research,  AT&T  was  the  first  company 
to  launch  an  organized  effort  aimed  at  perfecting  a  functional 
system  of  transmission  and  reception. 

AT&T  pursued  these  activities  in  order  to  learn  more  of  the  wire¬ 
less  art  and  to  explore  the  properties  and  behavior  of  vacuum 
tubes,  circuits,  and  radio  waves,  not  to  prepare  for  overseas  com¬ 
mercial  message  service,  which  it  was  content  to  leave  to  the  cable 
and  Marconi  companies.  Rather,  the  company  claimed  that  it 
intended  to  develop  a  two-way  radio  system  for  short-range  use. 
As  Cart\'  noted,  “the  results  of  long  distance  tests  show  clearly  that 
the  function  of  the  wireless  telephone  is  primarily  to  reach  inac¬ 
cessible  places  where  wires  cannot  be  strung.  It  will  act  mainly 
as  an  extension  of  the  wire  system  and  a  feeder  to  it.””  As  a 
“feeder”  to  the  wire  .system,  the  AT&T  directors  saw  two-way  radio 
telephony  as  the  natural  province  of  the  Telephone  Company,  and 
they  intended  to  dominate  the  field.  Tliis  orientation  brings  out  the 
essential  conservatism  of  the  AT&T  management;  for,  while  a 
potentially  profitable  market  for  the  new  device  loomed  over  the 
horizon,  their  first  thought  was  securely  fixed  on  protection  of  the 
company’s  wire  interests. 

When  America  entered  World  War  I,  the  government  decided  to 
promote  production  of  wireless  apparatus  for  militar)’  purposes. 
This  was  accomplished  by  removing  restrictions  on  the  use  of  all 
devices  and  methods  covered  by  patents,  with  the  Government 
assuming  financial  responsibility  for  infringements.  Thus,  several 
companies,  including  AT&T,  were  able  to  spend  the  war  years  in 
the  further  development  of  radio  systems.’” 

Although  improvements  certainly  were  made  in  circuit  and  tube 
design,  the  advance  of  greatest  consecpience  effected  during  the 
war  was  the  achievement  of  mass  production  of  standardized  tubes 
and  sets.  Previously,  vaeuum  tubes  and  radios  had  generally  been 
made  one-at-a-time  and  were  often  one-of-a-kind  (at  least  in  their 
individual  characteristics,  if  not  their  individual  designs).  Now, 

"  Electrical  World,  October  9,  1915,  p.  790;  About  such  pronouncements,  Lloyd  Es- 
])enschic‘d,  an  engineer  in  the  AT&T  laboratory  and  a  participant  in  the  long-distanw  radio 
tests,  later  noted:  “[T]he  company  was  fearful  that  its  own  success  [would]  lead  the 
jnihlic  [to]  believe  that  wires  were  about  to  be  supplanted  by  radio,  whereby  they  minht 
sell  their  telephone  stock!  So,  credit  was  given  to  no  one,  save  a  blanket  commendation  of 
its  own  workers,  and  the  company  began  to  preach  the  limitations  of  radio  —  the  words 
spread  all  o\«'r  creation,  were  not  secret,  were  subject  to  interference,  only  a  limited 
number  of  stations  could  operate  in  the  common  medium.  ...  So  much  for  the  great 
radio  events  of  191.5  — the  company  had  a  bear  by  the  tail!”  O'X’b’d  from  a  manuscript 
titled  “Advent  of  Electronic  Telephony,”  Box  8,  Lloyd  Espcnschicd  Papers,  Division  of 
Electricity  and  Nuclear  Energy,  Smithsonian  Institution. 

Lloyd  Espenschied,  “The  Origin  aiid  Development  of  Radiotelephony,”  Institute  of 
Radio  Engineers  Proceedings,  vol.  2.5  (September,  1937),  1109. 
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the  manufacturers  produced  thousands  of  identical  devices,  all  with 
similar  opt'rating  characteristics.  Just  as  important  for  the  nascent 
industr\%  thousands  of  military-trained  radio  operators  were  dis¬ 
persed  around  the  countrv'  after  the  war.  These  two  factors  —  an 
advanced  technologx^  of  mass  production  and  a  pool  of  potential 
employees,  customers,  and  servicemen  —  provided  an  important  spur 
to  the  commercial  development  of  radio. 

In  1919,  AT&T  resumed  its  fonner  program  by  authorizing  an 
expenditure  of  $500,000  for  wireless  development,  including  $360,- 
000  for  a  marine  transmitting  and  receiving  station.”  Through 
this  program  and  through  its  early  development  of  the  deForest 
triode  and  various  tx  pes  of  circuits,  the  Telephone  Company  by 
1920  had  acejuired  an  important  stake  in  radio  technolog\\  Al¬ 
though  the  company  itself  could  not  dominate  the  radio  industry, 
it  maintained  a  strong  enough  position  to  prevent  any  other  company 
from  doing  .so.’- 

And,  of  course,  others  would  tr\'.  General  Electric  had  been 
at  work  on  the  development  of  various  aspects  of  vacuum  tubes 
and  radio  since  1903.  At  that  time  the  company  had  built  a  high- 
frtxpiency  alternator  under  contract  to  an  inventor  who  wanted  a 
carrier-current  source  for  continuous-wave  broadcast  experiments. 
Further  orders  and  further  improvements  followed  and  by  1907  the 
company  possessed  an  alternator,  designed  and  built  by  E.  F.  W. 
Alexanderson,  that  was  an  acceptable  high-fretpiency  current  source 
for  transmission.  Alexanderson  produced  other  important  inven¬ 
tions  for  GE:  an  improved  microphone  in  1912,  a  better  transmis¬ 
sion  antenna  in  1916,  and  a  circuit  that  helped  eliminate  static  in 
1918. 

GE  also  undertook  research  that  was  initially  directed  at  the 
incandescent  lamp  and  x-ray  tubes  for  medical  purposes,  but  which 
bore  on  vacuum  tube  problems.  First,  they  developed  a  new, 
more  effective  filament  made  from  tungsten.  Then,  research  on 
thermionic  currents  independently  led  the  GE  researchers  to  the 
realization  that  high-vacuum,  pure  electron  discharge  would  make 
the  deForest  triode  a  more  stable  device.  GE’s  Irving  Langmuir 
filed  for  a  patent  on  this  use  of  high- vacuum;  however,  the  applica¬ 
tion  quickly  became  involved  in  a  suit  charging  interference  with 
an  AT&T-sponsored  patent  application  by  H.  D.  Arnold  on  essen¬ 
tially  the  same  advance.  The  interference  continued  for  many  years. 

When  the  war  brought  the  nascent  radio  industry  to  life,  GE  and 

"  Maclaiirin,  Int  ention  and  Innovation  in  the  Radio  Industry,  93. 

Ibid. 
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AT&T  supplied  the  government  with  many  radio  parts.  Westing- 
house  did  so  as  well,  although  it  had  no  patents  of  its  own.  Of 
course,  during  the  war  it  needed  none.  The  apparatus  these  com¬ 
panies  produced  in  such  cpiantity  during  the  course  of  scarcely 
two  years  forcefully  demonstrated  the  capabilities  of  the  triode  as 
the  heart  of  a  radio  system.  For  example,  as  an  oscillating  source 
of  broadcast  waves,  it  proved  to  be  far  more  versatile  than  the 
Alexanderson  Alternator,  which  was  not  easily  portable  and  limited 
to  the  longer  waves  (3000  meters  and  up).  Thus  it  became  apparent 
to  GE,  Westinghouse,  Marconi,  and  other  companies  considering 
the  manufacture  of  radio  .systems  that  in  order  to  do  so  they  had 
to  acquire  rights  to  the  triode,  which  AT&T  controlled  so  closely. 

Maneuvering  for  rights  to  the  triode  began  as  early  as  1915, 
when  the  Marconi  Company,  which  held  the  patent  rights  to  the 
diode,  brought  stiit  against  deForest,  claiming  that  the  triode  in¬ 
fringed  the  diode  patent.  DeForest  brought  countersuit,  claiming 
that  the  Marconi  Company  was  violating  his  patent  by  its  use  of  a 
third  element  in  some  of  its  tubes.  In  September  1916,  the  court 
ruled  in  favor  of  and  against  both  parties:  ( 1)  upholding  Marconi, 
it  declared  the  triode  an  infringement  of  the  diode,  and  (2)  that 
ruling  notwithstanding,  it  decided  that  Marexmi  had,  in  fact,  in¬ 
fringed  the  deForest  patent.  Neither  of  them  could  manufacture 
the  triode!  The  two  companies  later  tried  to  work  out  a  scheme 
whereby  deForest  producc'd  the  tubes  and  Marconi  distributed 
them,  but  that  arrangement  was  already  falling  apart  when  the 
exigencies  of  war  made  it  unnecessary 

Thus,  as  the  war  drew  to  a  close  and  patent  rights  were  about  to 
be  reasserted,  the  stalemate  had  to  be  resolved,  along  with  main’ 
other  interferences  over  tubes  and  circuits.  Each  manufacturer, 
pushing  its  researches  as  far  as  possible,  repeatedly  encountered 
some  device  or  circuit  that  was  already  patented  by  another.’^  Ob¬ 
viously,  such  a  situation  could  not  long  endure. 


Post- Would  War  Developments 

With  the  end  of  the  war,  the  Marconi  Company  decided  to  con¬ 
vert  its  wireless  telegraph  services  to  voice  transmission,  and  began 
negotiations  with  GE  for  the  purchase  of  several  large  alternators, 
GE  was  eager  to  make  some  profit  from  the  alternator,  as  it  was  in 
no  position  itself  to  exploit  the  device,  having  rights  to  neither  the 

Ibid.,  85. 

'*  N.  H.  Danii-lian,  ATibT:  The  Story  of  Industrial  Comiuest  (New  York,  1939),  109- 
110. 
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diode  nor  triode.  But  the  Marconi  policy  of  refusing  to  sell  patented 
equipment  outright  aroused  great  antagonism  in  its  largest  customer, 
the  U.S.  Navy,  which  found  itself  dependent  on  a  foreign  company. 
Thus,  when  news  of  the  impending  agreement  between  GE  and 
Marconi  reached  the  higher  Navy  staff  levels,  there  was  strong 
sentiment  against  its  consummation.  With  the  assurance  of  a  lucra¬ 
tive  contract  as  one  incentive,  a  high-ranking  officer  proposed  to  the 
GE  directors  that  rather  than  selling  alternator  rights  to  the  Marconi 
Gompany,  they  should  instead  purchase  the  American  Marconi 
Company,  and  thus  acquire  all  the  Marconi  patent  rights  for  the 
United  States.  For  reasons  that  are  not  entirely  clear,  GE  agreed. 

The  British  Marconi  Company,  aware  of  U.S.  Government  oppo¬ 
sition  to  its  control  of  American  radio  and  cognizant  of  the  obstacles 
the  Government  could  place  in  its  path,  shortly  came  to  terms.  In 
October  1919,  GE  bought  the  British  company’s  st(K'k  in  American 
Marconi  ( about  half  the  total )  and  the  American  stockholders  agreed 
to  a  c*onversion  of  their  holdings  to  securities  of  the  new  Radio 
Corporation  of  America  ( BC A ) ,  which  GE  formed  to  take  over  the 
Marconi  assets.  GE  contributed  over  $3,000,000  to  the  venture,  re¬ 
ceiving  only  RCA  stock  in  return.  Tlie  plan  from  the  outset  was 
that  RCA  would  not  manufacture  radio  sets  or  tubes;  these  would 
be  supplied  by  GE  and  sold  through  RC.A.  The  two  companies  ex¬ 
changed  all  patent  rights,  including  those  for  inventions  made  up  to 
1945.  Tins  still  left  deForest’s  indispensable  triode  outside  the  new 
combine,  so  as  one  of  its  first  acts,  RCA  in  July  1920  negotiated 
a  cross-licensing  agreement  with  AT&T,  which  bought  RCA  stock 
valued  at  $2,5(K),00b. 

The  companies  wrote  into  the  contract  certain  interesting  restric¬ 
tions  concerning  patent  rights.  The  restric*tions  did  not  cover  par¬ 
ticular  patents,  but  rather  defined  the  fields  of  exploitation  open  to 
each  company.  AT&T  rt*ccived  exclusive  licenses  under  evervone’s 
patents  in  wire  telephony  and  telegraphy  and  certain  specified  rights 
to  radio  in  conjunction  with  the  wire  telephone  network.  RCA  and 
GE  similarly  acquired  rights  to  use  all  parties’  patents  in  wireless 
telegraphy,  in  international  two-way  radio  communication,  and  “to 
make,  use,  lease,  and  sell  all  wireless  telephone  apparatus  for  ama¬ 
teur  purposes”.'-’’ 

Not  to  be  left  out,  Westinghouse  had  been  busy  since  early  1920 
building  a  formidable  patent  position  by  the  purchase  of  strategic 

“Lict’nsf  Aprfement,  Genoral  Electric  Company  and  American  Telephone  and  Tele¬ 
graph  Company,  July  1,  1920,”  Article  V,  Paragraph  4,  Section  d,3.  In  Federal  Trade 
Commission,  Badio  Industry  (VVashington,  D.C.,  1923),  134. 
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rights.  Westinghouse  concentrated  on  circuits  rather  than  on  tubes, 
and  by  Oetober  of  that  year  controlled  the  patent  rights  to  two  of 
the  most  sophisticated  detection  systems,  the  heterodyne  and  super¬ 
heterodyne  eircuits.  There  is  some  question  as  to  what  use  Westing- 
house  would  have  been  able  to  make  of  them.  GE,  for  example, 
immediately  contested  the  superheterodyne  patent  when  Westing- 
house  aequired  it,  claiming  that  it  infringed  an  earlier  GE  patent. 
Still,  these  and  other  patent  rights  that  Westinghouse  had  bought 
were  (piite  valuable  in  producing  a  receiver  of  advanctnl  design,  so 
GE  invited  the  Pittsburgh  electi’ical  manufacturer  to  join  the  cross- 
lieensing  agreement.  On  June  30,  1921,  the  GE-RGA  agreement  was 
amended  so  that  RC.\  purchased  60  per  cent  of  its  radio  apparatus 
from  GE  and  40  per  cent  from  Westinghouse. 

Thus,  by  the  middle  of  1921  a  formal  stnicture  had  been  carefully 
built  in  an  industr)'  that  had  been  chaotic  less  than  two  years  be¬ 
fore.  Primarily  responsible  for  this  was  Owen  D.  Young,  who,  as 
legal  counsel  for  GE,  had  handled  the  purchase  of  American  Mar¬ 
coni  and  the  establishment  of  RGA  and  who,  as  head  of  the  new 
Gorporation,  had  successfully  brought  AT&T  into  the  fold.  To 
Young  goes  the  credit  for  bringing  the  different  c^ompanies  with 
different  interests  into  an  agreement  that  would  probably  have  sur¬ 
vived  to  everyone’s  satisfaction,  had  the  market  not  changed  signif¬ 
icantly  soon  thereafter. 

Based  on  its  goals  and  its  assets,  each  party  to  the  agreement  got 
what  it  desired  and  what  it  thought  it  deserved.  We  can  sen?  this 
best  by  considering  these  goals  in  relation  to  the  expected  market. 
To  do  this,  we  must  divide  the  companies  into  two  main  groupings; 
GE,  RCA,  and  Westinghouse  on  the  one  hand  (hereafter  often 
referred  to  as  the  “RCA  group”)  and  AT&T,  with  its  manufacturing 
subsidiary.  Western  Electric,  on  the  other.  The  first  group  intended 
to  concentrate  on  wireless  communication,  the  latter  on  wired  or 
closed-cireuit  transmission.  While  the  original  goals  of  R(L\  were 
rather  modest  by  industrial  standards,  they  covered  most  areas  of 
radio  expected  to  be  profitable.  When  it  t(K)k  over  from  .American 
Marconi,  RCA  was  engaged  solely  in  wireless  telegraph  service, 
both  transoceanic  and  ship-to-shore.  Almost  immediately,  however, 
the  Corporation  began  to  sell  apparatus  to  “amateurs”  —  those  who 
experimented  with  radio  as  tinkerers,  serious  inventors,  or  seientists 
and  those  who  broadcast  and/or  received  as  a  hobby.  When  West¬ 
inghouse  entered  the  agreement  in  1921,  it  was  to  take  a  portion  of 
this  market.  Since  the  sales  of  amateur  apparatus  had  grown  con¬ 
siderably  in  the  years  after  the  war  and  had  prospects  of  continu- 
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ing  to  do  so,  GE’s  concession  of  40  per  cent  of  RCA’s  sales  to 
Westinghonse  was  preferable  to  an  entangled  legal  situation;  for, 
while  the  giants  engaged  in  their  internecine  stniggle,  others  might 
sneak  in  to  grab  a  substantial  share  of  the  market. 

One  other  advantage  brought  to  the  RCA  group  by  the  agreement 
is  so  obvious  as  scarcely  to  need  mention  but  so  important  as  to 
require  emphasis:  protection  from  the  most  potent  of  competitors. 
As  recently  as  April  1919,  AT&T  had  been  seriously  considering  a 
foray  into  the  sphere  of  transoceanic  and  ship-to-shore  communica¬ 
tions.’'’’  Though  AT&T  lacked  certain  important  patent  rights  held 
by  the  others,  there  was  no  assurance  that  the  rapid  pace  of  sci¬ 
entific  and  tcx’hnological  advance  would  not  bring  it  other  ecpially 
or  more  valuable  rights  in  the  near  future.  Thus,  bv  keeping  the 
Telephone  Company  out  of  wireless  communications,  the  RCA 
group  protected  itself  from  what  in  1920  and  1921  appeared  to  be 
its  only  substantial  rival.  Expansion  into  the  radio  apparatus  mar¬ 
ket,  however,  was  natural  for  companies  like  CE  and  Westinghonse. 
Capable  of  manufachiring  products  of  high  technological  sophisti¬ 
cation,  they  were  already  diverse;  so  that  adding  a  new  product 
line  proved  to  be  relatively  easy.  Vacuum  tubes,  for  example,  could 
be  fabricated  using  machinery  similar  to  that  for  making  light  bulbs. 
Furthennore,  the  companies  were  cxunmitted  to  this  type  of  expan¬ 
sion.  To  maintain  corporate  integrity  in  the  long  term,  thev  needed 
to  secure  new  lucrative  markets  to  c*om[x*nsate  for  those  that  would 
ultimately  deteriorate  for  technological  or  competitive  reasons.  With 
research,  production,  and  distribution  organizations  already  es¬ 
tablished,  CE  and  Westinghonse  had  an  advantage  from  the  start, 
and  with  corporate  security  at  stake,  they  had  a  reason  to  enter  and 
to  try  to  dominate  the  market  for  radio  apparatus. 

For  its  part,  AT&T  gained  security  in  pursuit  of  its  outstanding 
corporate  goal,  monopoly  of  public-service,  two-way  telephone  com¬ 
munications.  AT&T  had  been  fighting  to  maintain  that  monopoly 
ever  since  the  original  Hell  patents  ran  out  in  the  1890s.  First,  it 
had  protected  itself  by  acquiring  patents  on  telephone  exchanges, 
which  were  nccessarv  for  the  building  of  telephone  networks.  Then, 
it  sought  to  dominate  long-distance  telephony  by  its  acquisition  of 
the  Pupin  and  deForest  patents.  With  absolute  control  of  long-dis¬ 
tance  lines,  it  could  refuse  to  c*onnect  to  competing  local  systems, 
smothering  them  in  isolation.  Finally,  in  obtaining  an  exclusive 
license  under  the  patents  of  potential  competitors  to  “make,  use, 
lease  and  sell  wireless  telephone  apparatus  connected  to  or  operated 

'*  FCC  Inrestif’ation,  Exhibit  #2112,  pp.  27  28. 
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as  part  of  a  public  service  telephone  communication  system,  whether 
wire  or  wireless,”  AT&T  stymied  the  competition  of  two-way  radio 
with  its  extensive  wire  network.  While  it  had  no  need,  desire,  or 
intention  to  further  develop  two-way  radio  except  as  an  adjunct 
to  the  wire  system,  by  conceding  minor  profits  to  the  RCA  group 
in  the  form  of  ship-to-shore  and  transoceanic  revenues,  it  blocked 
the  “perennial  gale”  of  competition  before  the  first  telephone  line 
was  blown  over. 

It  should  be  emphasized  that  research  leading  to  patents  in  radio 
helped  to  construct  this  new  shield.  In  a  nuMuorandum  after  the 
1920  agreement,  Frank  Jewett,  AT&Ts  new  chief  engineer,  told  vice 
president  J.  J.  Carty:  “As  I  look  back  on  it,  it  seems  to  me  that  this 
enlarged  and  enhanced  position  |  in  radio  research  ]  played  no  small 
part  in  enabling  us  to  reach  our  present  satisfactoiy'  understanding 
with  the  General  Electric  Company  and  the  Radio  Corporation  of 
America  and  that  if  we  never  derive  any  other  benefit  from  our 
work  than  that  which  follows  the  safe-guarding  of  our  wire  inter¬ 
ests  we  can  look  upon  the  time  and  money  as  having  been  returned 
to  us  many  times  over.” 

The  Market  —  Destruction  and  Reformation 

The  careful  work  that  went  into  building  the  industrial  structure 
came  to  naught  within  a  few  years.  As  quickly  as  it  had  been 
created,  the  structure  was  destroyed  by  developments  unforeseen  as 
late  as  mid-1921.  While  technological  innovation  contributed  to 
the  crisis,  it  did  not  directly  precipitate  it.  Rather,  new  technology 
brought  new  commercial  possibilities,  and  the  sudden  realization 
of  these  possibilities  initiated  the  collapse. 

Usually  credited  with  operating  the  first  radio  “station,”  Westing- 
house  began  regular  broadcasts  in  Pittsburgh  in  November  1920. 
The  company  expected  station  KDKA  to  stimulate  sales  of  Westing- 
house  apparatus,  and  it  intended  to  maintain  the  broadcasting  op¬ 
eration,  which  was  only  on  the  air  for  a  few  hours  each  evening,  out 
of  profits  from  radio-related  sales.  With  these  sales  growing  rapidly 
in  Pittsburgh,  Wesfinghouse  decided  to  open  stations  in  the  Boston 
and  New  York  areas  in  the  fall  of  1921.  WBZ,  Springfield,  Mass., 
went  into  operation  in  September,  and  WJZ,  Northern  New  Jersey 
and  New  York,  began  broadcasting  in  October  of  that  year.  RCA 
actually  operated  a  station  in  competition  with  WJZ  for  a  few 

'■  “License  Apreement,  July  I.  1920,”  Article  V,  Paragraph  4,  Section  e,I.  In  FTC, 
Radio  Industry,  135. 

FCC,  Invcstif’ation  of  the  Telephone  Industry,  209. 

220  BUSINESS  HISTORY  REVIEW 


months  in  the  winter  of  1921-1922,  but  decided  very  shortly  to  join 
forces  with  Westinghouse  and  pay  half  of  WJZ’s  operating  expenses 
when  the  directors  perceived  that  their  interests  coincided.’” 

RCA  and  its  partners  found  themselves  ill-prepared  for  the  surge 
of  orders  for  receivers  and  for  transmitters  from  new  groups  who 
wished  to  become  broadcasters  that  followed  the  opening  of  these 
stations.  Under  the  generally  accepted  definition  of  the  post-war 
period,  the  new-found  radio  audience  consisted  of  “amateurs,”  and 
according  to  the  agreement,  the  RCA  group  could  “make,  use,  lease 
and  sell”  radio  apparatus  for  them.  Thus,  GE  and  Westinghouse  re¬ 
sponded  by  beginning  production  of  radio  apparatus  and  by  speed¬ 
ing  up  work  on  the  development  of  improved  receivers  with  an  eye 
to  getting  them  into  prrKluction  as  quickly  as  possible,  for  in  that 
early  phase  of  the  business  the  company  that  could  suppl\’  the  de¬ 
mand  would  gain  a  priceless  adv^antage.-”  The  agreement,  however, 
prohibited  the  RCA  group  from  selling  transmitting  apparatus  to 
others.”' 

As  long  as  the  amount  of  apparatus  to  be  sold  remained  relatively 
small,  and  as  long  as  broadcasting  appeared  to  be  on  an  expense 
rather  than  a  profitable  undertaking,  all  parties  to  the  contract 
were  content  with  this  arrangement.  But  by  late  1921,  it  had 
become  apparent  that  this  was  no  longer  the  case,  and  AT&T  had 
the  most  reason  for  concern.  While  it  had  secured  its  wire  telephone 
plant,  AT&T  had  passed  up  a  share  in  new  profits  to  be  made  in 
the  manufacture  and  sale  of  radio  sets,  an  art  to  which  its  engineers 
had  made  significant  contributions.  True,  it  had  sole  right  under 
the  contract  to  sell  broadcast  equipment;  but  the  number  of  trans¬ 
mitters  to  be  supplied  numbered  at  best  in  the  thousands,  whereas 
the  potential  market  for  receivers  was  many  millions.  If  it  wanted  to 
realize  substantial  profits,  AT&T  had  two  choices,  either  to  make 
broadcasting  pay  or  to  force  its  way  into  the  receiver  market.  It 
decided  to  try  the  first,  though  it  kept  its  options  open  on  the  sec¬ 
ond  by  continuing  research  and  development  work  on  all  facets  of 
the  radio  art. 

AT&T s  attempt  to  dominate  broadcasting  presents  the  fascinating 
case  of  a  company  using  its  monopoly  in  one  field  as  leverage  to 

"•  GU-ason  L.  Archt-r,  Big  Business  and  Radio  (Xi-w  York,  1939),  245. 

Eieclrical  World,  vol.  79  (March  4,  1922),  419.  An  historian  of  radio  has  written: 
“The  least  exirensive  vaciiuin-tuhe  receiver  [1922]  was  a  one-tnhc  set  manufactured  hy 
Westinghouse  and  marketed  hy  the  Radio  Corporation  .  .  .  for  $79.50.  General  Eh-ctric 
receivers  employed  three  tubes  and  sold  for  $250.  And  esen  at  these  prices  for  simple 
sets,  it  was  a  year  before  suppliers  were  able  to  catch  up  with  orders  on  hand.”  Quoted 
from  Donald  McNicol,  Radio's  Conquest  of  Space  (New  York,  1946),  341-342. 

“License  Agreement,  July  1,  1920,”  Article  V,  Paragraph  4,  Section  2.  In  FTC, 
Radio  Industry,  134. 
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force  others  out  of  an  adjacent  market  area.  Since  commercial 
broadcasting  had  not  been  anticipated  at  the  time  of  the  1920  agree¬ 
ment,  the  agreement  contained  no  provision  specifically  granting 
rights  for  the  manufacture  and  sale  of  broadcasting  equipment  to 
any  party,  though  the  RCA  group  was  expressly  prohibited  from 
doing  so.  This  was  a  strange  arrangement,  to  be  sure.  The  prohibi¬ 
tion  had  been  inserted  “for  the  protection  of  the  Telephone  Com¬ 
pany,”  apparently  without  full  consideration  as  to  the  possible  con¬ 
sequences.  Under  the  circumstances,  AT&T  held  the  right  to  lease 
or  sell  broadcasting  apparatus  only  under  its  own  patents;  but  by 
1922,  these  were  insufficient  for  the  purpose. 

By  late  1921,  the  AT&T  directors  realized  the  importance  of  block¬ 
ing  the  proliferation  and  influence  of  stations  established  by  rivals, 
especially  those  of  the  RCA  group.  Thus,  their  first  act  was  defen¬ 
sive  in  nature.  Using  both  their  patent  rights  under  the  agreement 
to  all  activity'  related  to  wire  telephony  and  their  position  as  a 
monopoly  of  that  service,  they  prohibited  the  RCA  group  from  us¬ 
ing  telephone  circuits  to  send  signals  from  remote  pick-ups,  such  as 
sporting  events  and  public  lectures,  to  the  broadcasting  sttidio.-- 
Since  most  stations  at  the  time  considered  broadcasting  of  this  type 
to  be  an  important  function,  AT&T’s  action  represented  a  substan¬ 
tial  threat.  The  Telephone  Company  continued  this  practice,  deny¬ 
ing  pick-ups  to  the  RCA  group  and  even  to  its  own  licensees  ( those 
who  bought  its  equipment)  if  an  AT&T  station  opened  in  the  vicin¬ 
ity.  While  Westinghouse,  GE,  and  RCA  could  build  transmitters 
for  their  own  use  under  the  contract,  others  had  to  rely  on  AT&T 
for  equipment.  None  too  anxious  to  outfit  a  troop  of  competitors, 
the  company  refused  most  requests  for  transmitters,-'*  and  those  it 
did  supply  were  granted  only  under  a  license  stipulating  that  they 
could  not  be  operated  for  hire  —  no  advertising!  As  further  dis¬ 
suasion,  AT&T  set  the  cost  of  a  transmitter  and  license  very  high: 
$9000  for  a  low  power  model  (100  watts),  $12,500  for  a  larger  one 
( 500  watts ) 

By  mid-1922,  AT&T  had  decided  on  a  course  of  action  that  would 
make  broadcasting  pay.  Beginning  in  August,  the  company  opened 
its  own  stations,  intending  ultimately  to  link  them  together  as  a  net¬ 
work.  Revenues  were  to  be  generated  by  selling  air  time,  or  broad¬ 
casting  for  toll,  much  like  telephone  service.  With  station  WEAF 
about  to  be  opened  in  New  York,  AT&T  made  the  following  an- 

—  FCC  Investif'ation,  Exhibit  #289,  p.  78. 

William  P.  Banning,  Commercial  Broadcasting  Pioneer:  The  WEAF  Experiment,  1922- 
1926  ( Cainbritlgc,  Mass.,  1946),  55. 

Internal  company  memo,  “Radio  Telephone  Broadcasting”,  quoted  in  Ibid.,  74. 
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nouncenient:  “Anyone  desiring  to  use  these  facilities  for  radio  broad¬ 
casting  should  make  arrangements  with  Mr,  Drake,  general  com¬ 
mercial  manager.  ...  Mr.  Drake  can  advise  fully  with  reference 
to  all  particulars  concerning  the  use  of  the  station  including  informa¬ 
tion  as  to  the  periods  of  operation  and  charges  thereof.  He  is  also 
in  a  position  to  give  helpful  suggestions  with  reference  to  the  ar¬ 
rangement  of  programs  and  the  kind  of  subject  matter  which  it  is 
thought  will  be  most  acceptable  to  the  radio  audience.”  But  no 
one  applied! 

The  company  expected  to  produce  its  own  broadcasts  for  a  few 
days  until,  it  was  believed,  others  would  pay  to  take  over.  Finally, 
twelve  days  after  opening,  WEAF  sold  its  first  air-time,  but  only  as 
an  advertisement,  not  as  an  entire  show.-”  Thus,  a  misconception 
of  the  public  demand  for  broadcasting  time  put  the  company  in  a 
position  that  it  had  roundh'  condemned  as  undignified  and  inap¬ 
propriate  when  it  had  refused  to  let  others  broadcast  for  hire  with 
AT&T  etjuipment.  That  winter,  the  company  decided  on  another 
policy,  best  explained  in  the  announcement  sent  out  to  the  As¬ 
sociated  Bell  Companies: 

In  each  l(KaIity  an  important  group  of  jieoplc  will  get  together  and 
form  a  broadcasting  association.  In  that  group  of  people  should  he  the 
type  that  the  community  looks  to  as  being  the  leaders  of  that  community. 

In  it  I  would  expect  to  see  the  chamber  of  commerce,  the  important  news 
papers  [sicl,  the  department  stores.  .  .  .  For  that  asswiation  we  would 
erect,  own,  and  operate  a  broadcasting  station;  they  to  provide  all  the 
programs;  they  to  give  the  public  what  the  public  desires  but  we  to  have 
the  latest  facilities  known  to  the  art  and  all  of  the  things  that  go  with 
them  including  remote-control  lines  and  speech-input  equipment.  That 
station  is  to  be  operated  by  the  Bell  System  under  definite  guarantees  from 
the  association  as  to  exjwnses  plus  a  reasonable  return."’^ 

By  May  1924,  AT&T  had  opened  two  other  stations,  one  in  Phila¬ 
delphia  and  one  in  Washington,  D.C.,  and  operated  them  occa¬ 
sionally  as  a  network.  However,  the  idea  of  community  stations 
never  caught  on,  the  AT&T  management  having  been  unable  to 
organize  local  broadcasting  associations. 

AT&T  was  at  a  loss  as  to  how  to  operate  a  broadcasting  network 
at  a  profit,  but  its  management  harbored  no  doubts  that  such  a 
monopoly  was  wise.  In  the  same  bulletin  to  the  Associated  Com¬ 
panies  quoted  above,  an  assistant  vice  president  wrote: 


Archer,  Big  Business  and  Radio,  54. 

-’"Gleason  L.  Archer,  History  of  Radio  to  1926  (New  York,  1938),  276. 

FCC,  Investigation  of  the  Telephone  Industry,  388. 
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We  have  been  very  careful,  up  to  the  present  time,  not  to  state  to  the 
public  in  any  way,  through  the  press  or  in  any  of  our  talks,  the  idea  that 
the  Bell  System  desires  to  monopolize  broadcasting;  but  the  fact  remains 
that  it  is  a  telephone  job,  that  we  are  telephone  people,  that  we  can  do 
it  better  than  anyone  else,  and  it  seems  to  me  that  the  clear,  logical  con¬ 
clusion  that  must  be  reached  is  that,  sooner  or  later,  in  one  form  or  an¬ 
other,  we  have  got  to  do  the  job.  .  .  . 

I  may  state  to  you  that  I  have  talked  this  idea  over  with  Messr.  Thayer 
Ijjrcsident I,  Gifford  and  Bloom  [vice  presidents]  and  each  of  them  think 
[sic]  it  is  a  proper  set-up.^" 

However,  AT&T’s  aggressive  tactics  engendered  strong  opposi¬ 
tion.  Fretpient  newspaper  and  magazine  editorials  condemned  the 
nascent  monopoly.-"'  Rumblings  came  even  from  the  highest  levels 
of  government.  Secretary  of  Commerce  H{X)ver  was  clearly  refer¬ 
ring  to  AT&T  when  he  wrote  in  1924:  “I  can  state  emphatically  that 
it  would  be  most  unfortunate  for  the  people  of  this  country  to  whom 
broadcasting  has  become  an  important  incident  of  life  if  its  control 
should  come  into  the  hands  of  any  single  corporation,  individual, 
or  combination.”  ■*"  Such  opposition  to  a  broadcasting  monopoK’ 
posed  a  further  threat,  as  it  could  create  p(x>r  relations  with  AT&T 
customers  and  perhaps  ultimately  lead  to  opposition  to  an  AT&T 
telephone  monoply.  As  one  apologist  for  the  company  put  it:  “Pos¬ 
itive  action  to  prevent  other  broadcasting  operations  ...  of  course, 
‘very  much  inv^olved  public  relations’.  For  one  thing,  such  could 
easily  be  construed  as  an  arbitrary'  and  selfish  effort  to  deprive  the 
public  of  entertainment  on  which  it  was  relying.  And  any  such  IcKiil 
feeling  would  necessarily  react  on  telephone  service  itself  which 
depends,  for  general  usefulness  and  for  growth,  upon  cooperative 
and  understanding  relations  between  company  and  customer.” 

Had  AT&T  succeeded  in  its  early  schemes  to  organize  and  finance 
broadcasting,  the  public  would  have  been  presented  with  a  fait 
aeeompU,  a  new  monopoly.  However,  c*onstrained  by  its  directors’ 
social  and  business  attitudes,  the  company  failed  to  consolidate  its 
position  before  a  groundswell  of  opinion  made  such  an  eventuality 
impossible.  By  1924,  it  had  become  apparent  that  broadcasting 
would  not  be  dominated  by  any  one  concern.  AT&T  had  missed  its 
chance  for  profit  in  this  market,  its  first  choice;  so  it  turned  to  its 
second. 

The  greatest  profits  in  the  new  radio  industry  came,  of  course,  in 

=■*  Ibid.,  389. 

™  For  example,  see  Radio  Dealer,  vol.  1  (April,  1922),  30. 

Maclauriii,  Invention  and  Innovation  in  the  Radio  Industry,  114. 

Banning;,  Commercial  Rroadcastinf;  Pioneer,  136. 
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the  sale  of  radio  receiving  sets  to  the  public.'*-  The  1920  agreement 
placed  this  market  in  the  hands  of  the  RCA  group,  providing  that 
the  Telephone  Company  had  “no  license  under  this  agreement  to 
make,  lease  or  sell  wireless  telephone  apparatus  except  as  part  of 
or  for  direct  use  in  connection  with  transmitting  apparatus  made  by 
it.”  (The  exception  here  provided  for  two-way  radio  used  as  part 
of  the  Bell  communications  system. )  However,  AT&T  had  built  up 
a  momentum  in  radio  and  vacuum  tube  research  and  development 
that  by  early  1924  placed  a  superior  receiver  in  the  hands  of  the 
company  management.  Seizing  on  the  exception,  AT&T  began  to 
sell  sets  with  fixed  frequencies  of  reception  tuned  to  AT&T  broad¬ 
casting  stations.  AT&T  even  went  so  far  as  to  have  one  installed  in 
the  White  House,  an  action  which  caused  great  consternation  at 
RCA.'*'*  In  addition,  the  Telephone  Company  began  to  claim  that 
once  the  signal  had  come  in  the  antenna  and  passed  through  the  de¬ 
tector  tube  (or  tuner)  it  was  no  longer  wireless  but  wire  telephony 
and  thus  open  to  them  under  the  contract.  An  RCA  internal  mem¬ 
orandum  of  the  period  noted: 

The  Telephone  Group  is  actually  manufacturing  and  selling  loudspeakers, 
amplifiers,  xacuum  tubes,  head  telephones  and  other  accessories,  with 
full  knowledge  that  such  items  are  lieing  used  for  the  purpose  of  radio 
broadcast  reception  (our  exclusive  field).  The  Telephone  Croup  ccuifends 
that  the  items  enumerated  constitute  a  loud  speaker  device  which  it  had 
l)ccn  selling  in  the  past  for  wire  telephone  purposes  and  therefore  feels 
at  liberty  to  continue  to  sell  even  though  such  devices  are  attached  to  and 
liecome  part  of  radio  broadcast  receivers. 

The  practical  meaning  of  this  activity  on  the  part  of  the  Telephone  Com¬ 
pany  is  that  its  subsidiary,  the  Western  Electric  Company,  is  selling  radio 
devices  or  parts  which  constitute  about  80  to  of  a  complete  broadcast 
receiver.** 

Because  such  a  situation  was  intolerable  to  the  RCA  group,  it  ini¬ 
tiated  official  arbitration  as  provided  for  by  the  19^  AT&T-GE 
agreement. 

Meanwhile,  competition  from  other  quarters  continually  dogged 
the  RCA  group  in  its  drive  to  control  the  receiver  market.  Others’ 

Sales  of  sets  grew  rapidiv.  The  gross  sales  figures  for  RCA  in  its  first  three  years 
in  the  receiving  set  market  Were:  (1921)  $1,469,000;  (1922)  $11,286,000;  (1923) 
$22,465,000.  Figures  from  Archer,  Big  Business  and  Radio,  139. 

^’The  1922  Annual  Report,  Engineering  Department,  Western  Electric  Company  (copy 
at  Bell  Telephone  Laboratories,  Murray  Hill,  N.J.),  p.  44,  stated:  “During  the  year  de¬ 
velopment  work  was  carried  out  on  receiving  equipment  and  this  residtcd  in  the  design 
and  manufacture  of  a  number  «)f  different  types  of  receiving  equipment.  The  types  of  re¬ 
ceiving  sets  which  have  been  designed  cover  the  whole  field  efficiently  and  we  are  in  a 
position  to  m»-et  any  reasonable  commercial  demand.”  On  the  set  in  the  White  House,  see 
letters  from  D.  Sanioff  to  F.  P.  Guthrie  (April  30,  1924)  and  to  J.  G.  Harbord  (May  19, 
1924),  quoted  in  Archer,  Big  Business  and  Radio,  143,  145. 

Archer,  Big  Business  and  Radio,  78. 
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sets  had  appeared  on  the  market  as  early  as  1922,  many  with  com¬ 
ponents  free  from  RCA  patent  control.  This  was  possible  because 
when  deForest  sold  the  triode  patent  rights  to  AT&T  in  1914,  he 
had  insisted  on  retaining  a  license  for  himself,  and  when  the  Fleming 
diode  patent  held  by  RCA  ran  out  in  1922,  deForest  was  free  to  pro¬ 
duce  triodes  for  sale  in  competition  with  RCA.  While  the  RCA 
group  controlled  most  of  the  important  circuit  patents  for  receivers, 
some  others  were  workable,  and  one  in  particular,  the  neutrodyne, 
gave  very  good  results  with  the  deForest  Company’s  tubes.  The 
first  of  these  sets  appeared  in  the  spring  of  1923,  and  in  all,  fourteen 
companies  were  soon  manufacturing  neurodyne-eejuipped  receivers. 

Despite  the  impressive  research  departments  at  GE  and  Westing- 
house,  the  RCA  group  had  difficult)'  getting  up-to-date  sets  on  the 
market.  Tlie  problem  generally  occurred  at  the  “development” 
stage,  where  engineers  designed  new  receivers  and  prepared  them 
for  full  production.  Sinc*e  two  essentially  independent  companies 
produced  apparatus  for  sale  under  a  common  label  it  became  neces¬ 
sary  to  standardize  pnxlucts  and,  in  certain  instances,  to  coordinate 
production.  As  one  commentator  remarked,  “RCA  .  .  .  found  it¬ 
self  under  the  necessity  of  harmonizing  the  views  of  three  research 
and  engineering  departments  for  design  and  construction  and,  at 
the  same  time,  of  harmonizing  those  views  with  the  public  demand 
as  determined  by  the  sales  department.”  A  GE  radio  researcher 
noted,  “RCA  required  that  the  two  c*ompanies  standardize  their 
designs  so  that  the  casual  purchaser  could  not  tell  the  difference. 
Sometimes  this  ‘standardization’  took  as  long  and  cost  as  much  as 
the  original  development.”  ■*'’  The  inter-company  administrative 
structure  worked  so  slowly  that  even  after  RCA  approved  final 
designs,  several  months  usually  passed  before  the  first  product 
deliveries.  Since  the  research  needed  to  produce  an  acceptable  bat¬ 
tery-powered  receiver  had  been  largely  accomplished  by  1922,  the 
competition  that  grew  up  in  the  first  few  years  consisted  of  rather 
limited  technological  advance  or  development.  Science-oriented 
research  departments  such  as  those  at  GE  or  AT&T  could  produce 
break-throughs  that  destroyed  the  structure  of  an  industr)';  but  for 
the  latest-and-best-model  competition  within  a  temporarily  stable 
structure,  the  far  less  sophisticated  development  staffs  of  any  num¬ 
ber  of  manufacturing  enterprises  proved  to  be  just  as  effective. 

Thus,  in  the  early  1920s  the  RCA  group  received  stiff  competi- 

“  Ibid.,  25;  William  C.  White,  “The  Story  of  Electronics  Development  at  the  General 
Electric  Company,”  unpublished  MS,  c.1955  (copy  at  Division  of  Electricity,  Smithsonian 
Institution),  p.  x-c-2. 
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tion  from  companies  capable  of  usurping  its  lead  in  product  design. 
Unable  to  launch  an  effective  offensive,  RCA  decided  to  fall  back 
on  its  patents  for  protection.  It  challenged  the  neutrodyne  circuit 
patent,  claiming  in  1924  that  certain  aspects  of  the  circuit  had  been 
anticipated  by  GE  and  Telephone  Company  workers  as  early  as 
1913.  RCA  contended,  not  that  the  neutrodyne  patent  was  invalid, 
but  that  like  the  triode  as  an  extension  of  the  diode,  the  neutrodyne 
built  on  circuits  to  which  RCA  held  patent  rights,  and  that  those 
wishing  to  use  the  ncutrodvne  circuit  had  to  prwure  a  license  from 
RCA  as  well.  RC.\  lost  the  initial  dt'cision  in  district  court  but 
pressed  the  case  and  won  in  the  Court  of  Appeals  in  1927.-*''’  There¬ 
after,  RCA  controlled  all  of  the  major  circuit  patents  for  radio  re¬ 
ceivers,  and  any  company  wishing  to  produce  sets  needed  an  RCA 
license.  RCA  patent  ro\alties  increastHl  from  $136,000  in  1926  to 
$3,3(X),0(X)  in  1927  as  a  result  of  the  decision.-*'^  Some  smaller  com- 
paiiit*s  went  out  of  business  because  of  the  7.5  per  cent  royalty  rate, 
which  forced  up  their  prices  and  t(K)k  awav  their  competitive  edge. 
Others  did  not  even  get  a  chance,  for  RCA  restricted  the  granting 
of  licenses  to  “$1(X),000  customers.” To  maintain  its  position  as 
the  dominant  force  in  the  field,  RCA  further  reejuired  that  all  licen¬ 
sees  give  it  an  option  to  acxiuire  any  radio-related  patents  they  might 
secure.  There  was  no  choice  but  to  comply. 

An  invention  that  came  out  of  the  Westinghouse  laboratory  put 
a  l(K‘k  on  the  RCA  patent  position  in  1928.  Up  until  that  time  it  had 
been  necessarv  to  operate  all  radio  sets  with  direct  current,  which 
was  usually  supplied  by  batteries,  although  a  special  “battery-elim¬ 
inator”  could  be  used  to  rectify  alternating  house  current,  which, 
applied  directlv  to  vacuum  tube  filaments,  created  a  hum  in  the 
rtxieiver.  The  invention  of  vacuum  tubes  with  indirectly  heated 
cathodes  and  special  circuits  for  their  use  permitted  radios  to  be 
plugged  directly  into  the  home  electrical  system,  a  saving  in  the 
cost  and  inconvenience  of  batteries  and  battery-eliminators.  This 
innovation  led  to  a  new  round  of  radio  set  sales  beginning  in  1928, 
and  the  $.388,000,000  retail  sales  of  that  year  swelled  to  $.592,000,000 
in  1929.-“* 

Such  figures  show  that  great  profits  could  be  made  in  the  sale 
of  receivers.  Although  the  method  of  market  control  had  not  be¬ 
come  clear  by  1923,  both  RCA  and  AT&T  were  then  aware  that 

Maclaurin,  Intention  and  Innovation  in  the  Radio  Industry,  129. 

FCC  InvestiRation,  Exhiliit  #2112,  p.  57. 

Maclaurin,  Intention  and  Innovation  in  the  Radio  Industry,  136. 

■“John  F.  Rider,  “Broadcast  Receiver  Equipment  Then  and  Now:  History  of  Receiver 
D«.sif'n”,  Radio  News  (May,  1931),  1072;  T.  T.  Eoyang,  An  Economic  Study  of  the  Radio 
Industry  (Doctoral  dissertation,  Columbia  University,  1936),  75. 
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patent  rights  could  be  used  to  great  effect,  and  that  their  laboratories 
would  supply  them  with  new  weapons  in  the  years  to  come.  While 
the  arbitration  first  begun  in  1923  aimed  at  interpreting  the  1920 
license  agreement  and  thus  clarifying  the  rights  of  the  parties  under 
it,  AT&T  wanted  an  entirely  new  contract  that  would  redefine  the 
market  and  restructure  the  industr)’.  Since  the  1920  agreement  the 
RCA  group  had  continued  to  expand  its  broadcasting  interests,  vio¬ 
lating  the  spirit  if  not  the  letter  of  that  contract.  RCA  and  its  part¬ 
ners  claimed  that  the  provisions  permitting  them  to  operate  their 
own  stations  implicitly  conferred  the  right  to  do  so  profitably  if  pos¬ 
sible,  while  the  agreement  envisioned  a  more  restricted  role.  Tlie 
RCA  group  maintained  extensive  research  and  dcv^elopment  pro¬ 
grams  in  radio  transmission  as  well,  taking  out  patents  that,  under 
the  contract,  did  not  rev'ert  to  AT&T  for  that  purpose,  and  thus 
threatening  the  Telephone  Company’s  position. 

The  details  of  moves  and  counter-moves  made  during  the  course 
of  arbitration,  negotiation,  and  settlement  of  the  dispute  are  vol¬ 
uminously  recorded  in  G.  L.  Archer’s  Big  Business  and  Radio.  The 
initial  instigator  of  contractual  scrutiny  was  actually  RCA,  who,  per¬ 
turbed  by  AT&Ts  refusal  to  supply  pick-up  wires  or  to  meet  its 
other  demands  concerning  broadcasting,  hired  an  outside  attorney 
to  make  an  “impartial  interpretation”  of  the  agreement  in  mid- 1922. 
The  attorney’s  reading  of  the  often  ambiguous  document  left  neither 
side  satisfied.  In  fact,  it  led  to  the  realization  by  both  parties  that 
areas  each  had  assumed  to  be  closed  off  might  be  open  under  one 
or  another  interpretation  of  the  contract,  which  led  to  emboldened 
thrusts  into  the  market  such  as  that  by  AT&T  described  above. 

Article  XIII  of  the  1920  GE-AT&T  agreement  stated  that  either 
partv^  could  call  for  formal  arbitration  if  “any  difference  .  .  .  shall 
arise  which  the  parties  are  unable  to  adjust  between  themselves.” 

In  May  1924,  by  mutual  consent,  they  undertook  formal  arbitration. 
The  main  points  in  dispute  were  ( 1 )  whether  the  RCA  group  could 
use  AT&T  pick-up  lines  for  broadcasting  (that  is,  whether  these 
lines  were  “wire  telephony”  and  thus  strictly  in  the  Telephone  prov¬ 
ince,  or  whether  they  were  an  adjunct  to  the  RCA  group’s  right  to 
maintain  its  own  stations)  and  (2)  whether  AT&T  could  manufac¬ 
ture  radio  sets  pre-tuned  to  receive  only  its  own  stations.  Since 
AT&T  hoped  to  eventually  monopolize  broadcasting,  a  favorable 
decision  on  the  latter  question  would  have  opened  the  way  into  the 
entire  receiver  market. 

In  a  preliminary  “Draft  Decision”  dated  November  13,  1924,  the 

“Liconso  Afirccnient,  July  1,  1920”,  Article  XIII.  In  FTC,  Radio  Industry,  138. 
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arbitration  referee  found  virtually  all  disputed  points  in  fa\or  of 
RCA.  Momentarily  stunned,  the  Telephone  Company  cjnickly  re¬ 
gained  its  composure,  and  in  March  1925,  produced  a  legal  opinion 
that  obviated  the  need  to  put  the  draft  into  final  form.  The  crux  of 
the  new  argument  was  that,  as  construed  h\’  the  referee,  the  agree¬ 
ment  violated  the  Shennan  Antitrust  Act  because  it  constrained  the 
Telephone  Company  from  selling  radio  sets  even  though  it  could 
do  so  entirely  under  its  own  patents.  Much  to  its  dismay,  the  RCA 
group  could  find  no  counterpoint,  and  negotiations  entered  a  new 
stage.  Through  the  summer  of  1925,  AT&T  held  the  upper  hand  in 
bargaining,  because  the  dispute  no  longer  concerned  whether  AT&T 
cwild  enter  the  radio  market,  but  what  share  of  that  market  it 
could  have.’*' 

Tlien  in  the  fall  a  stunning  reversal  occurred.  The  previously 
mentioned  Amold-Langmuir  interference  suit  on  the  high-v^acuum 
tube,  which  had  been  in  litigation  since  before  the  World  War,  was 
dt‘cided  by  the  U.S.  Court  of  Appeals  iu  favor  of  Langmuir  and 
RC.\.  Since  virtually  all  phases  of  the  radio  art  recpiired  high- 
vacuum  tubes,  a  new  situation  arose:  blcK'ked  in  the  use  of  the 
.Arnold  patent,  AT&T  could  uo  longer  produce  receivers  completely 
under  its  own  patents,  which  nullified  the  antitnist  argument.  Nor,  it 
should  be  noted,  could  AT&T  any  longer  sell  broadcast  erjnipment!’*- 
Appeal  was  made  to  the  Supreme  Court  as  a  matter  of  course,  but 
the  possibility  of  a  final  adverse  decision  now  loomed  large  in  the 
dispute.*-' 

In  the  summer  of  1926  the  two  groups  finally  came  to  terms.  Re¬ 
pulsed  in  its  battle  to  enter  radio  sales  and  unsuccessful  for  a  num¬ 
ber  of  reasons  in  its  attempt  to  monopolize  broadcasting,  the  Tele¬ 
phone  Company  retreated  to  its  ma  n  line  of  defense,  maintenance 
of  its  telephone  monopoly.  In  the  new  license  agreement,  AT&T 
received  the  telephone  monopoly  reassurance  and  acejnired  control 
of  all  two-way  communication  systems,  including  ship-to-shore  and 
transoceanic  radio  telephony,  a  market  area  which  had  gone  to  GE 
in  1920.  Tlie  agreement  specifically  stated  that  members  of  the 
RCA  group  had  the  right  to  use  telephone  lines  for  station  pick-np 
and  for  network  transmission;  in  fact,  it  obligated  them  to  do  so  (as 
opposed  to  stringing  their  own  or  using  Western  Union’s),  thus 

Archer.  Big  Business  ami  Radio,  207-208. 

DcForest  Radio  Co.  v.  General  Electric  Co.,  U.S.  Circuit  Court  of  Appc.ils  for  the 
Third  Circuit.  44  F.  (2nd)  931  (192.'5).  This  point  seems  to  have  been  missed  by  Archer 
and  by  those  who,  like  Maclaurin.  used  him  as  a  source. 

in  fact,  thi-  Supreme  Court  ruled  in  1931  that  high-vacuum  was  not  a  patentable  in¬ 
vention  and  therefore  all  patents  relating  to  it  were  invalid.  DeForest  Radio  Co.  c.  General 
Electric  Co.,  283  U.S.  664. 
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ensuring  AT&T  of  what  was  to  become  a  substantial  source  of 
revenue.^^  For  its  part,  the  RCA  group  accomplished  what  it  had 
wanted  all  along:  domination  of  the  radio  receiver  market  and  the 
right  to  use  telephone  lines  as  an  adjunct  to  broadcasting  for  hire. 
AT&T  sold  its  stations  to  RCA  and  agreed  to  stay  out  of  broadcast¬ 
ing.  The  two  groups  agreed  to  compete  in  the  least  financially  re¬ 
warding  market  area,  the  sale  of  broadcast  equipment. 

Thus,  in  mid- 1926  a  new  strueture  had  been  established  in  the 
radio  industr) .  The  preamble  of  the  new  agreement  stated  that  be¬ 
cause,  in  1920,  “the  art  in  certain  fields  dealt  with  in  said  1 1920 1 
agreement  had  not  progressed  to  a  point  at  which  it  was  possible 
fully  to  comprehend  the  problems  involved,  disputes  have  arisen 
between  the  parties  as  to  the  meaning  of  various  provisions  of  said 
agrc'ement,”  and  as  a  result  “certain  provisions  of  said  agreement 
are  not,  as  a  practical  matter,  workable  in  the  present  state  of  the 
art.”  Unless  the  parties  settled  these  disputes  and  made  the  agree¬ 
ment  workable  in  practice,  “progress  in  the  fields  dealt  with  in  said 
agreement  will  be  greatly  hampered  and  delayed.”  This  really 
meant  that  the  companies  were  making  a  new  attempt  to  define 
more  clearly  the  boundaries  of  the  exclusive  domain  of  each  party 
so  that  none  would  overstep  the  others’  territorN  .^’’ 

Rkskarc;!!,  Patknts,  axd  Competition 

Industrial  researeh  consists  of  many  activities.  Of  particular  im¬ 
portance  are  ( 1 )  research  leading  to  the  discover)'  of  laws  of  nature, 
often  in  conjunction  with  the  creation  of  new  or  improved  products 
or  pr(x;esses,  and  (2)  development  work  to  better  utilize  already- 
known  prineiples  for  the  modification  of  existing  deviees  or  to  re¬ 
duce  the  costs  of  production.  Each  of  these  activities  has  its  place 
in  the  research  scheme,  and  each  is  important  in  its  turn.  The  “end 
produet”  in  both  cases  is  often  a  patent,  which  means  that  to  com¬ 
prehend  the  directions  of  industrial  research  we  must  understand 
the  corporate  value  of  these  patents.  Our  case  study  has  already 
revealed  extensive  use  of  patent  rights  to  gain  control  of  a  market, 
and  if  we  look  more  closely  at  the  motives  of  the  companies  that 
acquired  and  held  these  rights  we  should  be  able  to  understand  why 
they  undertook  extensive  research  operations. 

Patent  rights  were  of  primary  importance  to  the  Telephone  Com¬ 
pany,  which  used  them  quite  effectively  to  extend  its  control  of 

FCC  Ini  c.stifiiition,  Exhibit  #2112,  p.  30.  The  AT&T  revemies  fi)r  thi.,  service 
amounted  to  over  $28,000,000  between  1926  and  1935. 

‘^Danielian,  AT<bT,  127. 


230  BUSINESS  HISTORY  REVIEW 


telephone  service.  It  first  relied  on  the  original  Bell  patents,  then 
on  exchange  patents,  then  on  those  for  long-distance  telephony.  In 
1907,  a  transition  year  for  research  at  AT&T,  the  president  of  the 
company  testified  in  court:  “One  of  the  first  things  that  was  fully 
developed  in  our  minds  was  the  necessitv  of  occupying  the  field; 
not  only  that  but  of  surrounding  ourselves  with  everything  that 
would  protect  the  business.  .  .  .  Just  as  soon  as  we  started  into  the 
district  exchange  system  we  found  out  that  it  would  develop  |sic| 
a  thousand  and  one  little  patents  and  inventions  with  which  to  do 
the  business  which  was  nccessar) ,  and  that  is  what  we  wanted  to 
control  and  get  possession  of.”  Before  1907,  “getting  possession” 
of  patents  usually  entailed  buying  them,  but  after  that  date  the  com¬ 
pany  began  to  rely  on  in-house  production  and  accpiired  only  those 
patents  vital  to  its  interests,  such  as  the  deForest  triode  and  feedback 
circuit.  “A  thousand  and  one  little  patents”  meant  just  that;  .AT&T 
took  out  patents  on  ever)’  minor  modification  or  advance  which 
(jualified  under  the  patent  laws  as  invention.  The  company  realized 
that  such  patents  might  become  useful  later. 

Pursuit  of  patents  to  achieve  corporate  goals  exerted  a  major  di- 
rectiv’e  force  on  the  work  of  the  research  departments.  If  a  re¬ 
searcher  had  a  particular  objective  in  mind  —  for  example,  the  im¬ 
provement  of  a  tuning  or  amplifying  circuit  — he  often  continued 
work  on  a  design  that  he  would  have  preferred  to  abandon  simply 
because  the  company  wanted  patents  not  only  on  better  circuits 
but  on  all  circuits  that  (jualified  under  the  patent  laws.''  This, 
of  course,  would  keep  them  out  of  the  hands  of  competitors.  A 
1912  exchange  of  letters  between  J.  J.  Cart)’,  an  AT&T  vice  presi¬ 
dent,  and  C.  E.  Scribner,  the  chief  engineer  of  its  subsidiary. 
Western  El(X'tric,  makes  this  policy  explicit: 

[Directive:!  Naturally,  I  would  not  wish  to  delay  the  practical  develop¬ 
ment  of  the  r<  rieater  [deForest  triode  |  Init  I  should  hope  that  there  would 
he  some  w.  herchy  alternative  methods  mij'ht  he  thought  out  and  pat¬ 
ented.  1  think  it  is  important  that  you  go  as  far  in  this  direction  as  you 
can.  ...  I  think  that  the  patenting  of  the  alternatives  is  a  very  important 
feature  of  our  work  and  I  suggest  that  the  routine  covering  such  matters 
he  looked  carefully  over  and  strengthened  if  necessary,  the  idea  being 
that  as  far  as  possible  on  all  new  developments  of  substantial  importance, 
we  patent  the  alternative  methods. 

[ Respon.se :1  1  sometime  ago  pointed ‘out  .  .  .  the  desiral)ility  of  doing 

f'CC  Inicstiiiution,  Kxhihit  #2112,  p.  20.  Italics  added. 

'•  F(ir  example,  R.  A.  Heisinj;  of  AT&’T  applied  for  three  patents  on  modulatinf;  circuits 
within  a  year,  one  of  which  he  acknowledged  to  he  a  minor  modification  to  that  of  an¬ 
other  AT&’F  researcher.  See  R.  A.  Heisinj;  patents  1,137,31.5;  1,199,180;  and  1,343,.562. 
Heising’s  statement  in  “Modidation  in  Ihidiotelephony”,  Institute  of  Radio  Engineers  Pro¬ 
ceeding.?,  vol.  9  (1921),  316. 
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what  you  propose  and,  after  discussion  with  Mr.  Thayer  [AT&T  Presi¬ 
dent],  it  was  decided  that  we  should  adopt  the  policy  of  developing  al¬ 
ternate  methods  to  the  more  important  lines  of  development,  and  carry 
on  this  alternative  to  a  point  where  patents  might  be  secured.  .  .  .  The 
plan  is  to  keep  the  actual  physical  tests  down  to  the  point  where  simply 
enough  information  is  gained  to  justify  the  prosecution  of  a  patent  appli¬ 
cation.** 

Even  though,  as  the  Western  Electric  chief  engineer  pointed  out, 
the  laboratory  kept  the  “actual  tests”  to  a  minimum,  the  process, 
including  patent  application  and  attorney’s  fees,  had  to  be  expen¬ 
sive.  Why,  we  may  ask,  was  it  worthwhile  to  pursue  patents  that 
the  company  did  not  intend  to  use  in  production? 

To  answer  this  question  we  must  look  at  how  the  companies  ac¬ 
tually  exerted  their  various  patent  rights.  There  are  essentially  three 
ways  to  use  patents  for  purposes  other  than  production.  The  first 
is  the  most  obvious:  to  prevent  competition.  AT&T’s  “thousand  and 
one  little  patents”  on  the  district  exchange  system  kept  c'ompetitors 
out  of  the  market  by  making  its  product  ( the  telephone  tied  into  an 
extensive  exchange  system)  distinctly  superior  to  what  the  others 
could  offer;  for,  while  there  are  many  ways  to  build  an  exchange, 
AT&T  held  patent  rights  on  some  essential  aspect  of  all  of  them. 
When  its  e.xchange  patents  ran  out,  AT&T  sought  to  similarl)'  con¬ 
trol  long-distance  telephony  so  that  any  potential  competitor’s  dis¬ 
trict  exchange  system  would  be  kept  isolated. 

Secondly,  the  holding  of  important  patents  can  be  used  to  prevent 
competitors  from  acquiring  a  strong  patent  position  through  their 
own  research.  RCA  accomplished  this  by  inserting  in  its  license 
contracts  an  option  to  acquire  rights  under  all  radio-related  patents 
developed  by  its  licensees.  Tliis,  together  with  the  wide  patent 
coverage  of  the  RCA  group,  destroyed  the  licensees’  incentive  for 
original  research  through  the  1930s.^-*  Other  ways  to  use  patents 
to  .stymie  competitors’  patent  positions  were  more  subtle  but  no 
less  important.  Sometimes,  inventions  which  originally  appeared 
to  have  no  strategic  value  became  quite  useful  later.  An  excellent 
example  brought  out  in  the  narrative  is  RCA’s  use  of  pre-World 
War  patents  (which  had  been  of  no  consequence  for  ten  years)  in 
a  successful  move  to  regulate  the  use  of  the  neutrodyne  circuit  in 
1924.  Frank  Jewett,  chief  engineer  of  AT&T  after  the  World  War 
and  head  of  Bell  Telephone  Laboratories  from  its  founding  in  192.5, 
di.scussed  this  type  of  strategy  in  19.32: 

*’*  FCC  Investif’ation,  Exhibit  #2112,  p.  2. 

'*  Maclaiirin,  Intcnthm  and  Innovation  in  the  Radio  Industry,  1.55.  The  license  agree¬ 
ment  had  a  further  advantage  for  KCA:  it  assured  that  the  licensees  recognized  the  va¬ 
lidity  of  RCA  patents. 
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while  it  is  obvious  that  the  basic  inventions  which  control  a  large  new 
field  are  not  made  very  often,  one  can  never  tell  where  or  when  they  will 
crop  up.  .  .  .  When  .  .  .  [they]  do,  possession  of  a  strong  and  un¬ 
mortgaged  patent  position  on  the  part  of  an  industry  needing  rights  is 
frequently  the  most  powerful  and  sometimes  the  only  available  weajx)n 
for  securing  those  rights.  Ability  to  stop  the  owner  of  a  fundamental  and 
eontrolling  patent  from  realizing  the  full  fruits  of  his  patent  by  the  owner¬ 
ship  of  necessary  secondary  patents  may  easily  put  one  in  the  position  to 
trade  where  money  alone  might  he  of  little  value:" 

This  statement  brings  out  the  third  “non-productive”  use  of 
patents:  trading.  The  story  of  the  creation  and  re-creation  of  struc¬ 
tures  in  the  radio  industry  has  of  course,  been  essentially  one  of 
trading,  although  the  companies  traded  market  area  rights  to  all 
patents  rather  than  all  rights  to  particular  patents.  Jewett  made 
clear  just  how  worthwhile  he  believed  AT&T’s  research  work  in 
radio  to  have  been  —  even  though  most  of  it  eventually  wound 
up  in  the  hands  of  the  RCA  group  —  when  he  testified  in  1936:  “I 
told  you  earlier  .  .  .  that  I  considered  this  expenditure  in  radio 
one  of  the  most  profitable  expenditures  the  American  Company 
[AT&T]  had  ever  made,  and  I  still  do.  ...  It  has  created  a  patent 
situation  that  has  protected  the  AsscK’iatcd  Companies,  either  di¬ 
rectly  or  through  the  American  Company  from  the  attacks  of  people 
who  would  have  otherwise  obtained  patents  or  inventions  which 
relate  not  only  to  wireless  and  radio,  but  to  all  the  wire  plant.” 

Perhaps  nowhere  has  the  big  business  attitude  towards  patents, 
research,  and  the  trading  of  patent  rights  been  more  fully  or  force¬ 
fully  expressed  than  in  an  AT&T  internal  memorandum  written  in 
1927  and  revealed  in  the  Federal  Communications  Commission’s 
investigation  of  the  telephone  industry': 

The  regulation  of  the  relationship  behveen  two  such  large  interests  as  the 
American  Telephone  and  Telegraph  Company  and  the  General  Electric 
Company  and  the  prevention  of  invasion  of  their  respective  fields  is  ac¬ 
complished  by  mutual  adjustment  within  “no  man’s  land”  where  the 
offensive  of  the  parties  is  recognized  as  a  natural  defense  against  invasion 
of  the  major  fields.  Licenses,  rights,  opportunities,  and  privileges  in 
connection  with  these  competitive  activities  are  traded  off  against  each 
other  and  interchanged  in  such  a  manner  as  to  create  a  proper  balance 
and  satisfactory  relationship  between  the  parties  in  the  major  fields.  .  .  . 

It  .seems  obvious  that  the  best  defense  is  to  continue  activities  in  "no 
man’s  land”  and  to  maintain  such  strong  engineering,  patent  and  com¬ 
mercial  situation  [sicl  in  connection  with  the.se  competitive  activities  as 
to  always  have  something  to  trade  against  the  accomplishment  of  other 
parties. 

FCC  Inrestifiation,  Exhibit  #1946,  pp.  15  16.  Italics  added. 

FCC  Imestipfltion,  Exhibit  #2110,  p.  99. 
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If  the  American  Telephone  and  Telegraph  Company  abandons  its  ac¬ 
tivities  in  the  commercial  competitive  field  and  other  potentially  com¬ 
petitive  interests  continue  their  activities,  it  means  that  they  will  carry 
their  offensive  right  to  the  wall  of  our  defense  and  our  trading  must  be 
in  our  major  field  against  activities  in  their  outlying  commercial  fields. 
The  nearer  the  trading  can  be  carried  to  the  major  field  of  our  competi¬ 
tors  the  more  ad\’antageous  trading  position  we  are  in.“ 

Thus,  based  on  the  philosophy  that  the  best  defense  was  a  strong 
offense,  the  rational  course  of  action  was  to  develop  a  strong  patent 
position  as  close  as  possible  to  a  competitor’s  main  field  of  com¬ 
mercial  interest.  And  this  is  exactly  what  AT&T  did  in  the  six  years 
between  license  agreements.  It  only  failed  to  acquire  a  large  share 
of  the  receiver  market  and  control  of  broadcasting  because  of  an 
adverse  legal  decision  on  crucial  patent  rights  in  the  former  case 
and  because  of  inept  handling  of  an  ill-conceived  market  in  the 
latter.  But,  it  is  important  to  note  that,  although  AT&T  had  failed 
dismally,  it  had  only  to  retreat  as  far  as  the  lines  of  its  monopoly 
on  telephone  service,  and  to  an  extended  monopoly  at  that.  The 
RCA  group  for  its  part,  maintained  strong  research  and  patent  posi¬ 
tions  relating  strictly  to  broadcasting  even  while  the  first  agreement 
was  in  force  —  when  it  had  few  rights  to  exploit  broadcasting  com¬ 
mercially.  The  effect  of  this  policy  was  to  keep  pressure  on  AT&T 
and  to  provide  material  should  trading  have  become  necessary  or 
desirable. 

Conclusion  . 

Research-generated  patents  were  used  during  the  course  of  the 
early  commercial  development  of  radio  for  the  purpose  of  gaining 
market  control,  just  as  they  had  similarly  been  used  in  petroleum 
refining  and  electrical  equipment.  Companies  used  them  both  of¬ 
fensively  and  defensively:  either  to  gain  concessions  from  competi¬ 
tors,  or  to  short-circuit  new  inventions  that  might  have  had  dis¬ 
ruptive  possibilities.  In  almost  every  case,  research  became  a  more 
important  factor  in  competition  for  monopoly  control  than  in  com¬ 
petition  for  shares  of  the  market. 

With  the  arrival  of  high-technology  industries  came  a  new  concep¬ 
tion  of  the  uses  of  industrial  research.  But,  although  few  have  argued 
that  industry  undertook  research  from  a  sense  of  corporate  altruism, 
the  fact  is  that  industrial  research  has  most  frequently  been  per¬ 
ceived  in  terms  of  “progress.”  Standard  works  such  as  H.  R.  Bart- 

FCC,  Investif’ation  of  the  Telephone  Industry,  210. 
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lett  s  “The  Development  of  Industrial  Research  in  the  United  States” 
treat  its  growth  in  simple  quantitative  terms,  as  if  twice  as  much 
money  and  twice  as  much  manpower  has  meant  twice  as  much  sci¬ 
entific  and  technological  advance.''’-'*  However,  while  some  large 
laboratories  have  given  relatively  free  reign  to  a  few  of  their  best 
scientists,  it  is  important  to  realize  that  the  majority'  of  men  and 
resources  has  been  devoted  to  pursuit  of  those  types  of  patents 
useful  for  market  control.  In  a  significant  sense,  then,  science  has 
been  compromised  to  the  extent  that  research  funds  and  researchers 
have  been  sacrified  to  the  essentially  unproductive  work  needed  to 
gain  or  maintain  monopoly  position,  and  pursuit  of  patents  has  been 
at  the  heart  of  this  process. 

Howard  R.  Bartlett,  “The  Development  r)f  Industrial  Research  in  the  United  Statr’s”, 
National  Resources  Planning  Board,  Research  —  A  \alional  Rcsittirce  (Washington,  D.C., 
1940),  vol.  II. 
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The  Newcomen  Society  in  North  America  Award  in  Business  History, 
consisting  of  $250  and  a  scroll,  for  the  best  article  published  in  the 
Business  History  Review  during  1976,  has  gone  to  Dr.  Jocelyn  Maynard 
Ghent  and  to  Dr.  Frederic  Cople  Jaher  for  their  article,  “The  Chicago 
Business  Elite:  1830-1930.  A  Collective  Biography,”  which  appeared 
in  the  Autumn  issue.  Dr.  Ghent  is  a  Postdoctoral  Research  Fellow  at 
Carleton  University  in  Ottawa,  Dr.  Jaher  is  Associate  Professor  of  His¬ 
tory  at  the  University  of  Illinois,  Champaign — Urbana. 

The  Newcomen  Society’s  Special  Award  of  $100  and  a  scroll  for  the 
best  article  published  in  the  Review  during  1976  by  a  graduate  student 
or  recent  Ph.D.  who  has  not  published  a  book,  has  gone  to  Dr.  Thomas 
G.  Marx,  for  his  “Technological  Change  and  the  Theory  of  the  Firm: 
The  American  Locomotive  Industry,  1920-1955,”  which  appeared  in 
the  Spring  issue.  Dr.  Marx,  who  received  his  Ph.D.  from  the  University 
of  Pennsylvania  in  1973,  is  an  economic  consultant  with  Foster  Asso¬ 
ciates,  Inc.,  of  Washington,  D.C. 

These  awards,  which  are  made  annually,  are  the  result  of  balloting 
by  the  Editor,  Associate  Editor,  and  Advisory  Board  of  the  Business 
History  Review.  Details  of  the  award  are  given  in  an  advertisement 
elsewhere  in  this  issue. 


o  o  o 

The  1977-1978  Harvard-Newcomen  Postdoctoral  Fellowship  in  Busi¬ 
ness  History  has  been  awarded  to  Elizabeth  E.  Pickering,  Assistant  Pro¬ 
fessor  of  History  at  Auburn  University,  whose  doctoral  work  in  history 
was  done  at  Princeton  University. 

This  fellowship  is  jointly  sponsored  by  the  Newcomen  Society  in  North 
America  and  the  Harvard  University  Graduate  School  of  Business  Admin¬ 
istration.  The  purpose  of  the  fellowship  is  to  assist  a  Ph.D.  graduate  in 
history,  economics,  or  a  related  discipline  such  as  sociology  to  improve 
his  acquaintance  with  business  and  economic  history,  to  increase  his 
skills  as  they  relate  to  that  field,  and  to  engage  in  research  that  will  benefit 
from  the  resources  of  the  Harvard  Business  School  and  the  Boston 
scholarly  community.  The  Fellow  participates  in  the  School’s  business 
history  courses  and  in  at  least  one  other  formal  course  of  instruction 
based  on  his  particular  needs  or  interests.  At  least  one-half  the  Fellow’s 
time  during  his  twelve-months’  residence  at  the  School  is  spent  on  re¬ 
search  of  his  own  choosing  in  the  field  of  business  and  economic  history. 

o  o  o 

The  Business  History  Conference  and  the  Harvard  Graduate  School  of 
Business  Administration  will  sponsor  a  conference  on  “The  Rise  of 
Modem  Business  Enterprise:  A  Comparative  Approach,”  on  September 
11  and  12,  1977.  Scholars  from  here  and  abroad  will  present  papers  on 


the  rise  of  big  business  in  the  United  States,  Great  Britain,  France,  Ger¬ 
many,  and  Japan  and  on  the  implications  of  these  analyses  for  economic 
theory  and  institutional  history.  Persons  desiring  further  information 
should  write  to  Professor  Alfred  D.  Chandler,  Jr.,  Harvard  University, 
212  Baker  Library,  Soldiers  Field,  Boston,  Massachusetts  02163. 

O  0  o 


We  note  with  pride  that  the  Organization  of  American  Historians  has 
presented  its  Frederick  Jackson  Turner  Award  for  the  best  first  book 
in  American  history  to  Merritt  Roe  Smith,  Associate  Professor  of  History, 
Ohio  State  University,  for  his  Harpers  Ferry  Armory  and  the  New 
Technology:  The  Challenge  of  Change  (Ithaca,  N.Y.:  Cornell  University 
Press,  1977).  Professor  Smith  held  the  Harvard-Newcomen  Postdoctoral 
Fellowship  in  Business  History  at  the  Harvard  Graduate  School  of 
Business  Administration  during  the  academic  year  1974-1975. 

o  e  o 


The  Academy  of  Accounting  Historians  announces  the  initiation  of 
the  Accounting  Historians'  Journal,  to  which  both  members  and  non¬ 
members  of  the  Academy  are  invited  to  submit  manuscripts.  For  in¬ 
formation  about  the  Journal,  write  to  William  E.  Stone,  Co-Editor,  The 
Accounting  Historians'  Journal,  202  Matherley  Hall,  University  of  Florida, 
Gainesville,  Florida  32611.  About  membership  in  the  Academy,  write 
to  The  Academy  of  Acx'ounting  Historians,  P.O.  Box  6999,  University, 
Alabama  35486. 

o  o  o 


The  American  Historical  Association,  in  collaboration  with  the  Asso¬ 
ciation  of  American  University  presses,  has  established  “an  AHA-admin- 
istercd  annual  competition  for  first  books  of  young  (beginning) 
historians.”  Manuscripts,  which  may  not  exceed  300  double-spaced 
typed  pages  in  length,  must  be  unpublished,  and  must  not  be  unrevised 
dissertations.  Up  to  ten  manuscripts  will  be  selected  for  recommendation 
to  the  Association  of  American  University  Presses,  which  may  or  may 
not  decide  to  publish  any  or  all  of  them.  See  a  forthcoming  issue  of  the 
AHA  Newsletter.  No  manuscripts  should  be  submitted  at  this  time. 

0  0  0 


The  Forest  History  Society  has  announced  a  biennial  award  of  $500 
to  the  author  of  the  best  book  published  in  the  field  of  North  American 
forest  and  conservation  history.  The  award  will  be  given  for  the  first 
time  in  1977,  for  books  published  in  1975  and  1976,  and  every  two 
years  thereafter.  It  is  in  addition  to  the  annual  Theodore  C.  Blegen 
and  Frederick  K.  Weyerhaeuser  awards  of  $150  each  for  best  articles. 
Write  to  Harold  K.  Steen,  Forest  History  Society,  P.O.  Box  1581,  Santa 
Gruz,  California  95061. 


O  O 
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The  National  Archives  and  Records  Service,  in  cooperation  with  the 
Southern  Historical  Association,  announces  the  second  Charles  Thomson 
prize  competition  for  an  essay  by  “a  scholar  whose  work  utilizes  the 
holdings  of  the  National  Archives  or  Presidential  Libraries  to  explore 
any  significant  aspect  of  Southern  history.”  In  addition  to  the  prize  of 
$250,  the  award  provides  for  publication  of  the  essay  in  Prologue:  The 
Journal  of  the  National  Archives.  Entries  .should  not  e.xceed  7500  words, 
and  must  be  received  not  later  than  August  1,  1977,  by  John  J.  Rum- 
barger.  Editor,  Prologue,  The  Journal  of  the  National  Archives,  National 
Archives  Building,  Washington,  D.C.  20408. 

0  O  O 

With  the  aid  of  a  grant  from  the  National  Historical  Publications  and 
Records  Commission,  a  task  force  is  currently  seeking  out  and  inventor\'- 
ing  the  records  of  the  railroads  that  were  predecessor  to  Conrail.  The 
group  has  ascertained  that  many  valuable  records  may  be  located  at 
numerous  points  along  the  lines  of  the  former  Pennsylvania,  New  York 
Central,  New  Haven,  Erie,  Lackawanna,  and  lesser  railroads,  and  they 
will  greatly  appreciate  any  information  leading  to  such  material.  When 
a  determination  has  been  made  of  the  physical  storage  problem  involved, 
efforts  to  locate  permanent  repositories  for  these  historic  materials  will 
be  initiated.  To  give  or  receive  information  on  this  matter,  write  to  the 
Project  Director,  Dr.  Richmond  D.  Williams,  Director,  Eleutherian  Mills 
Historical  Library,  Wilmington,  Delaware  19807,  telephone  (302)  658- 
2401. 


The  National  Archives  and  Records  Service  is  considering  the  destruc¬ 
tion  of  1000  cubic  feet  of  case  files  of  the  Army  Price  Adjustment  Board 
relating  to  profits  made  by  suppliers  on  World  War  II  contracts.  These 
cases  contain  data  on  hoth  operating  and  capital  costs,  efficiency,  and 
adjustment  of  payments  in  the  light  of  profits.  They  are  available  for 
re.search  without  restriction.  Persons  having  an  interest  in  the  pre.serva- 
tion  of  these  records  should  write  to  Meyer  Fishbein,  Director,  Military 
Archives  Division,  General  Services  Administration,  National  Archives 
and  Records  Service,  Washington,  D.C.  20408. 


The  National  Endowment  for  the  Humatiities  has  awarded  a  grant  of 
$75,000  to  the  Immigration  History  Research  Center  of  the  University 
of  Minnesota  to  begin  a  survey  of  the  records  of  all  fraternal  insurance 
organizations  rooted  in  American  ethnic  communities.  Write  to  Rudolph 
J.  Vecoli,  Director  of  the  Center,  826  Berrv  Street,  St.  Paul,  Minnesota 
55114. 


Inventory  of  the  Records  of  the  National  Forest  Products  Association, 
compiled  by  Richard  C.  Davis,  is  the  third  in  the  Forest  History  Society’s 
series  titled  Guides  to  Forest  and  Conservation  History  of  North  Ameri- 
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ca.  The  inventory  describes  seventy-eight  feet  of  records  held  by  the  So¬ 
ciety  in  Santa  Cruz,  heavily  concentrated  in  the  period  from  the  1920s 
to  the  196()s,  although  a  few  items  date  from  as  early  as  the  founding 
of  the  association  in  1902,  and  circular  materials  arc  included  from  as 
recently  as  1975.  The  printed  inventory  may  be  obtained  for  $1.25 
from  the  Forest  History  Soc'ietv,  P.O.  Box  1581,  Santa  Cruz,  California 
95061. 

O  O  « 

The  International  Economic  History  Association  announces  that  the 
Seventh  International  Economic  History  Congress  will  he  held  in  Edin¬ 
burgh,  Scotland,  from  August  13  to  19,  1978,  under  the  sponsorship 
of  the  British  Economic  Histor)'  Society.  Write  to  Congress  Executive 
Office,  Seventh  International  Economic  History  Congress,  60  Newbattlc 
Terrace,  Edinburgh  EH  10  4BX,  Scotland,  United  Kingdom. 


The  \W)men  Historians  of  the  Midwest  and  the  Chicago  Area  Women’s 
History  Conference  are  sponsoring  the  second  Conference  on  the  History 
of  Women,  at  The  College  of  St.  Catherine,  St.  Paul,  Minnesota,  October 
21  to  23,  1977.  Write  to  Conference  on  the  History  of  Women,  The 
College  of  St.  Catherine,  St.  Paul,  Minnesota  55105. 


The  Oral  History  As.sociation  will  hold  its  12th  National  Workshop 
and  Collorjuium  in  Coronado,  California  (near  San  Diego),  October  20 
to  23,  1977.  Write  to  Bonald  E.  Marcello,  Oral  History  Association, 
Box  13734,  N.T.  Station,  North  Texas  State  University,  Denton,  Texas 
76203. 


David  M.  Sherman,  Chief,  History  Preservation  Section,  Department 
of  Natural  Resources,  270  Washington  St.,  N.W.,  Atlanta,  Georgia  30334, 
seeks  materials  relating  to  the  life  of  Charles  Lanman  (1819-1895), 
American  artist,  author,  and  explorer. 


We  note  receipt  of  the  following  books,  in  addition  to  those  reviewed 
or  scheduled  for  review: 

—  Hughes,  Thomas  P.,  Thomas  Edison:  Professional  Inventor  ( Lon¬ 
don:  Her  Majesty’s  Stationery  Office,  1976);  pp.  47;  photographs;  paper. 
Order  from  Pendragon  House,  Inc.,  220  University  Avenue,  Palo  Alto, 
California  94301. 

—  Scheiber,  Harry  N.,  Harold  G.  Vatter,  and  Harold  Underwood 
Faulkner,  Ameriean  Economic  History  (New  York:  Harper  &  Row, 
1976),  pp.  514;  $18.95.  Textbook.  “A  comprehensive  revision  of  the 
earlier  work  by  Harold  Underwood  Faulkner.” 
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BANKING  REFORM  AND  THE  FEDERAL  RESERVE,  1863-1923. 
By  Robert  Craig  West.  Ithaca,  Cornell  University  Press,  1977.  Pp.  243. 
$14.50. 

Reviewed  by  Benjamin  J.  Klebaner 
Professor  of  Economics 
City  College.  C.U.N.Y. 

Tlie  Federal  Reserve  Act  was  “the  greatest  single  piece  of  construc¬ 
tive  legislation  of  the  Wilson  era,”  in  the  opinion  of  the  leading  modem 
historian  of  the  period  (Arthur  S.  Link,  Wilson:  The  New  Freedom, 
238).  Nevertheless,  we  have  had  to  wait  some  60  years  after  the  event 
for  a  comprehensive,  scholarly  analysis  of  the  complex  economic  and 
political  background  of  the  enactment  and  the  subsequent  early  history 
of  the  Federal  Reserve  system,  by  Robert  Craig  West,  assistant  professor 
of  economics  at  the  University  of  Maryland. 

A  brief  review  of  American  banking  under  the  National  Bank  Act  up 
to  1908  is  followed  by  a  100-page  discussion  of  major  currency  reform 
proposals,  especially  those  fonnulated  in  the  years  following  the  Panic 
of  1907,  with  detailed  consideration  of  the  Aldrich  Bill  approved  by  the 
National  Monetaiy  Commission,  and  the  evolution  of  the  Glass  bill,  which 
eventuated  in  the  Federal  Reserve  Act.  The  balance  of  the  monograph 
(some  90  pages)  consists  of  a  perspicacious,  critical  review  of  the  theory 
behind  the  1913  act  and  the  evolution  of  Federal  Reserve  policy  and 
stiiicture  in  the  first  decade  of  the  system’s  existence. 

West  shows  that  Representative  Carter  Glass’s  expert,  H.  Parker 
Willis,  borrowed  from  Aldrich  in  many  essentials,  as  well  as  from  his 
teacher  at  the  University  of  Chicago,  J.  Lawrence  Laughlin,  and  from 
the  corporation  lawyer  Victor  Morawetz.  Both  houses  of  Congress  cen¬ 
tered  their  debate  on  the  number  of  reserve  banks  to  be  established, 
who  should  control  them,  and  their  powers.  While  the  House  majority 
viewed  the  Glass  bill  as  providing  for  a  decentralized  system,  the  Senate 
thought  it  had  passed  a  central  bank  measure.  In  any  case,  as  West 
shows,  by  1923  the  Federal  Reserve  Board  had  succeeded  in  gaining 
control  of  discount  rate  policy  as  well  as  of  open  market  operations. 

Laughlin  and  his  students  Willis  and  Scott  envisioned  the  quantity  of 
circulating  medium  properly  regulated  by  the  needs  of  trade.  West  em¬ 
phasizes,  however,  that  “it  is  extremely  difficult,  if  not  impossible  to 


find  evidence  that  Federal  Reserve  Board  members  or  other  important 
policy  makers  accepted  this  [Willis-Glass]  strict  version  of  the  real  bills 
doctrine”  (179).  Investment  banker  Paul  Warburg,  the  forceful  advo¬ 
cate  of  a  central  bank  (and  member  of  the  first  Federal  Reserxe  Board, 
1914-1918),  as  well  as  such  economists  as  Sprague  and  Andrew,  re¬ 
jected  the  notion  that  a  note  issue  based  on  commercial  bills  was  self- 
regulating.  West  points  out  the  practical  as  well  as  theoretical  unsound¬ 
ness  of  the  real  bills  doctrine  and  argues  convincingly  that  it  was  not 
the  basis  of  Federal  Reserv'e  policy. 

The  Glass  bill  was  “covered  all  over  with  the  slime  of  Bryanism,”  the 
New  York  Sun  fumed  (Link,  Wilson  216),  yet  .surprisingly,  VV'est  no¬ 
where  discusses  Bryan.  It  was  the  willingness  of  “the  Great  Commoner” 
to  support  the  bill  after  .symbolic  modifications  were  added  c.xcluding 
bankers  from  the  Federal  Reserv'e  Board  and  making  Federal  Reserve 
notes  obligations  of  the  United  States,  which  helped  assure  passage  of 
the  controv^ersial  measure.  With  the  1913  law,  the  definitive,  sympathetic 
biography  points  out,  “filn  large  degree  Bryan  had  fulfilled  his  destiny 
as  a  currency  reformer”  (Paola  E.  Coletta,  William  Jennings  Bryan  190U- 
1915,  138). 

W^est’s  careful  research  incoiporates  manuscript  papers  and  corre¬ 
spondence  of  such  important  figures  as  Willis,  Laughlin,  and  Strong  in 
addition  to  a  large  number  of  publications.  Nevertheless,  his  bibliography 
lacks  a  number  of  pertinent  contemporary  articles  in  scholarly  journals: 
e.g.,  by  Kemmerer  and  other  economists  in  the  American  Economic  Re¬ 
view  of  March,  1913,  and  Sprague’s  in  the  Quarterly  Journal  of  Eco¬ 
nomics  for  1914  and  1916.  Missing,  too,  are  referenees  to  Link,  to  Ross 
Robertson’s  The  Comptroller  and  Bank  Supervision,  and  to  Phillip 
Cagan’s  essay  on  “The  First  Half  Century  of  the  National  Banking  Sys¬ 
tem”  (in  Deane  Carson’s  Banking  and  Monetary  Studies).  Nevertheless, 
the  reader  who  wishes  to  understand  the  Federal  Reserve  will  turn  to 
West’s  book  for  important  insights. 

•  00 

DEMOCRATIC  PROMISE:  THE  POPULIST  MOMENT  IN 
AMERICA.  By  Lawrence  Goodwyn.  New  York,  Oxford  University 
Press,  1976.  Pp.  xxvii  -f-  718.  $19.95. 

POPULIST  VANGUARD:  A  HISTORY  OF  THE  SOUTHERN 
FARMERS’  ALLIANCE.  By  Robert  C.  McMath,  Jr.  Chapel  Hill,  Uni¬ 
versity  of  North  Carolina  Press,  1975.  Pp.  xiii  -f  221.  $13.95. 

Reviewed  by  H.  Wayne  Morgan 
George  Lynn  Cross  Research  Professor 
University  of  Oklahoma 

Professor  Lawrence  Goodwyn  divides  populism  into  two  parts.  The 
first  is  a  “shadow  movement”  of  electoral  politics  that  culminated  in 
1896.  The  .second  and  more  important  to  him  is  a  “movement  culture,” 
allegedly  based  on  mass  participation,  dedicated  to  replacing  capitalism 
with  a  cooperative  commonwealth,  which  the  same  electoral  politics  de¬ 
stroyed.  Free  silver  and  fusion  were  thus  the  undertakers  as  well  as 
cowbirds  of  true  reform. 


242  BUSINESS  HISTORY  REVIEW 


Goodwyn  treats  populism  in  greatest  depth  for  places  like  Kansas, 
Texas,  and  the  Deep  South.  Any  detailed  study  of  a  subject  increases  its 
apparent  importance,  which  is  the  case  here.  Goodwyn  offers  little  per¬ 
spective  on  populist  demands  and  activities,  and  is  entirely  uncritical 
of  populist  ideas.  Indeed,  this  is  the  best  exegesis  of  them  in  print. 
The  author  admits  that  periodic  hard  times  shaipened  the  agrarian  move¬ 
ment’s  appeals,  but  .sees  populism  as  an  organic  reaction  to  oppressive 
capitalism  rather  than  a  collection  of  interest  groups  responding  to  de¬ 
pression. 

Goodwyn  savors  every  cliche  dealing  with  the  non-populist  aspects  of 
the  Gilded  Age.  The  older  parties  were  thus  rooted  in  mere  sectionalism 
derived  from  the  Civil  War,  refused  to  respond  to  industrialism’s  clfects, 
and  debated  false  issues.  The  author  simply  uses  the  period  as  a  back¬ 
drop  for  the  .story  of  populist  failure  at  the  hands  of  the  money  power, 
without  asking  how  two  such  outmoded  parties  survived  populism.  He 
attributes  poor  populist  showing  in  the  Great  Lakes  states  to  the  opposi¬ 
tion  of  conservative  fann  groups  and  bad  organization.  He  concedes  that 
populism  had  little  appeal  for  workers  or  immigrants  and  that  prosper¬ 
ous  fanners  evervwhcre  rejected  it.  At  everv  point,  he  introduces  some 
form  of  conspiracy  thesis  to  explain  why  this  populism  failed  to  reach 
bevond  its  natural  constituency  of  distressed  marginal  farmers. 

The  story  is  cast  throughout  as  a  morality  play,  with  coi-porate  inter¬ 
ests  beating  down  agrarian  radicalism;  overstatements  abound  on  nearly 
every  page.  Goodwyn’s  special  animus  is  directed  against  eastern  bank¬ 
ers  and  the  gold  standard  they  allegedly  employed  to  enrich  creditors. 
Bankers  thus  become  mere  agents  who  collect  interest  for  their  own 
purposes;  the  concept  of  risk  capital  is  nowhere  in  evidence.  Goodwvn 
lavishly  praises  greenback  currency.  The  Sub-Treasury  plan  becomes 
the  era’s  greatest  economic  proposal,  and  its  author  Gharles  Macune  an 
unsung  thinker.  The  perils  of  commodity  .storage  plans,  fiat  money,  and 
economic  disorder  do  not  daunt  the  author. 

In  Goodwvn’s  view  the  chief  legacy  of  the  populist  failure  was  a  gen¬ 
eral  acceptance  of  what  he  calls  corporate  ideals,  an  interest  in  money, 
efficiency,  and  power  rather  than  individual  happiness.  Later  reformers 
were  content  to  change  the  .system’s  workings  rather  than  replaee  it. 
“The  Populists  were  thus  the  last  American  refonners  with  authentic 
cultural  credentials  to  solicit  mass  .support  for  the  idea  of  achieving  the 
demoeratie  organization  of  an  industrialized  soeiety”  (.539).  In  a  lengthy 
historiographical  essay,  Goodwyn  also  concludes  th;it  the  literature  on 
populism  until  now  has  been  wanting. 

Profes.sor  Robert  G.  McMath’s  book  is  altogether  different.  Though 
more  narrow  in  .scope  than  Goodwyn’s,  it  offers  a  better  guidepost  to 
understanding  agrarian  discontent.  McMath  sees  the  Alliance  as  an 
almost  inevitable  outgrowth  of  the  frontier  experience,  with  .social,  then 
economic,  then  political  objectives.  One  of  his  best  chapters  details  how 
Allianccmen  and  -women  developed  a  sen.se  of  community  on  their 
frontiers.  He  also  notes  that  much  of  Alliance  rhetoric  aro.se  from  an 
evangelical  religious  tradition  rather  than  political  radicalism.  The 
cooperatives  that  Alliance  leaders  discussed  .so  much  failed  because  they 
could  not  create  credit,  or  alter  the  existing  economic  .structure.  McMath 


BOOK  REVIEWS  243 


sees  the  Alliance  movement,  and  by  implication  the  larger  agrarian  dis¬ 
content  it  represented,  as  rooted  in  economic  self-interest.  His  conclu¬ 
sions  are  worth  quoting:  “If  comparative  weight  of  words  is  the  standard 
of  measurement.  Alliance  spokesmen  were  much  more  concerned  with 
marketing  and  purchasing  cooperatives  and  with  federal  monetary  policy 
than  with  restoring  a  Jeffersonian  Arcadia  or  with  building  a  proto¬ 
socialist  society”  (61).  He  accords  the  Alliancemen  their  right  to  form 
an  interest  group,  and  secs  them  as  “actors  in  the  marketplace  with 
their  backs  to  the  wall”  (157).  This  is  an  altogether  admirable  little 
book,  that  retains  a  sense  of  scope  and  common  sense  while  treating  its 
subject  in  great  detail. 

The  study  of  populism  is  passing  through  another  cyclical  upswing 
among  historians.  Recent  studies  are  generally  dedicated  to  discovering 
who  became  populists  and  similar  positivistic  information.  The  result 
has  been  to  fragment  older  unified  views  of  agrarian  discontent  without 
e.stablishing  any  new  ones.  No  one  has  yet  adequately  explained  why 
populism  failed  if  it  was  indeed  a  grass  roots  movement  with  a  viable 
alternative  to  capitalism.  A  more  interesting  rjuestion,  from  the  stand¬ 
point  of  national  history,  is  why  most  farmers  did  not  become  populists. 
Goodwyn  holds  that  populism  was  an  effort  to  overcome  inherited  sec¬ 
tionalism  with  a  vision  of  man  freed  from  corporate  activity.  This,  to 
say  the  least,  is  an  evanescent  view.  In  the  end,  populism  mav  be  im¬ 
portant  only  as  an  aspect  of  the  sectional  hatreds  and  tensions  that  hav’e 
always  plagued  America. 

The  inability  of  scholars  to  agree  on  the  meaning  of  the  same  infor¬ 
mation  about  populism  remains  striking.  Its  apparent  importance  or  ac¬ 
tual  effects  seem  relative  to  the  viewer’s  stance  rather  than  to  the  facts 
involved.  Populism  in  the  literature  is  coming  to  resemble  one  of  those 
adjustable  mirrors  in  diet  salons,  which  one  can  dial  to  look  fat  or  thin  ac¬ 
cording  to  one’s  ideals.  Looking  at  the  most  vivid  populist  spokesmen 
can  create  the  impression  of  a  viable,  radical  national  movement.  Yet 
those  leaders  may  not  have  spoken  for  many  people,  and  the  rhetoric 
may  hav'e  been  just  that.  It  is  interesting  that  so  many  scholars  treat 
populist  rhetoric  as  revealed  tnith,  and  that  of  Republicans  and  Demo¬ 
crats  as  mere  platitudes  for  a  false  occasion.  Looking  at  only  the  popu- 
li.st  rank  and  file,  one  might  conclude  that  the  mov'ement  was  merely 
composed  of  marginal  farmers,  wishing  to  enter  a  .system  they  thought 
had  .shut  them  out.  Detailing  what  populism’s  pragmatic  politicians  did 
in  relation  to  other  party  leaders  might  as  easily  lead  to  the  conclusion 
that  populism  was  as  opportunistic  as  any  other  mov’ement  when  the 
prospect  of  power  and  place  materialized.  Dial  your  number. 

Some  scholars  have  questioned  the  use  of  the  tenn  “Progressivism” 
as  too  vague  to  encompass  a  great  variety  of  often  conflicting  refoimist 
ideas.  There  was,  these  critics  hold,  no  such  thing  as  Progressivism  or  a 
Progressive  Movement.  Perhaps  the  time  has  come  to  drop  the  text¬ 
book  chapter  title  “Populism”  and  treat  this  phase  of  agrarian  discontent 
as  an  aspect  of  industrialism  that  should  be  studied  in  national  perspec¬ 
tive  rather  than  from  regional  or  class  viewpoints.  And  is  it  too  far¬ 
fetched  to  suggest  that  there  never  was  a  cohesive,  deeply  rooted 
movement,  but  a  collection  of  interest  groups  seeking  redress  from  a 
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system  and  a  nation  that  no  longer  thought  they  were  a  viable  majority 
in  its  life?  And  could  it  he  that  all  we  as  historians  see  of  this  movement 
is  what  remained  of  the  Cheshire  Cat? 

o  o  o 

RADICAL  PROTEST  AND  SOCIAL  STRUCTURE:  THE  SOUTH¬ 
ERN  FARMERS’  ALLIANCE  AND  COTTON  TENANCY,  1880- 
1890.  By  Michael  Schwartz.  New  York,  Academic  Press,  1976.  Pp. 
xii+  302.  $17.50. 

Reviewed  by  Harold  D.  Woodman 
Professor  of  History 
Purdue  University 

Soeiologist  Miehael  Schwartz’s  study  of  the  Southern  Farmers’  Al¬ 
liance  attempts  not  only  to  describe  and  assess  a  particular  social  pro¬ 
test  mov’cment  hut  also  to  provide  a  theoretical  framework  for  the  study 
of  such  movements,  one  that  “can  really  explain  and  clarify  how  protest 
occurs  and  when  it  will  grow  or  die”  (ix).  Most  historians  will  (jues- 
tion  such  tendentious  historical  scholarship  as  well  as  the  universal 
applicability  of  the  theory.  Nevertheless,  historians  will  find  this  vol¬ 
ume  a  useful  and  original  analysis  of  the  historx'  of  the  Alliance.  The 
theory,  although  often  strained  and  mechanical,  provides,  suggestive  in¬ 
sights  for  the  study  of  mass  movements. 

Schwartz  argues  that  Alliance  complaints  were  rational  reactions  to 
social  and  economic  conditions.  Rather  than  lashing  out  in  pathological 
frustration  at  imagined  hut  unreal  enemies,  Alliance  members  carefullv 
and  reasonably  assessed  conditions  and  pressed  for  reforms  that  would 
release  Southern  fanners  from  the  thralldom  of  tenanev  and  poverty. 
Opposition  to  Alliance  activities  resulted  in  policy  .shifts  that  revealed 
sharp  cla.ss  differences  within  the  Alliance  between  the  elite  leadership 
and  the  rank-and-file  membership.  Both  well-to-do  farmers  and  planters 
as  well  as  yeomen  and  tenants  had  joined  the  Alliance,  for  both  groups 
had  common  grievances  again.st  merchants  and  industriali.sts.  However, 
the  wealthy  farmers  and  planters,  who  were  landlords,  opposed  efforts 
by  tenants  to  alter  the  tenancy  system,  the  main  source  of  the  mi.sery  of 
the  rank-and-file  membership.  Therefore,  the  move  from  boycotts  and 
cooperatives  to  political  action  was  not  a  membership  decision  to  adopt 
a  more  effective  reform  strategy,  but  rather  was  an  elite  leadership  de¬ 
cision  designed  to  protect  their  wealth  and  .social  standing  atul  to  ad¬ 
vance  their  political  ambitions.  By  1890,  the  membership  no  longer 
controlled  the  leadership,  nor  did  it  determine  policy.  Instead,  the  lead¬ 
ership  manipulated  a  largely  passive  membership. 

The  leadership’s  electoral  strategy  resulted  in  defeat  at  the  polls  or 
betrayal  in  the  legislatures.  When  the  leadership  refused  to  alter  policies 
and  led  the  organizatioii  into  Populism,  the  bankruptcy  of  the  electoral 
strategy  was  revealed  once  again.  Tenanev  continued  to  spread,  rais¬ 
ing  the  prospect  of  renewed  grass  roots  insurgency  aimed  at  real  reform. 
But,  Schwartz  concludes,  insurgency  was  thwarted  by  the  planter  class 
(including  planters  who  had  been  in  the  Alliance-Populist  leadership), 
which,  recognizing  the  danger  of  a  renewed  movement  for  reform,  es- 
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tablished  a  coalition  that  “resolved  the  planter-industrial  conflict  and  this 
resolution  created  and  maintained  a  social  control  apparatus  capable  of 
containing  and  redirecting  agrarian  discontent”  (283-284). 

While  Schwartz’s  class  analysis  of  the  Alliance  and  its  opponents  is 
often  illuminating,  his  concept  of  class  is  sometimes  mechanical  and 
narrow,  and  consequently  his  argument  ofter  borders  on  a  crude  form 
of  economic  determinism.  At  times  class  conflicts  are  seen  as  struggles 
for  social,  political,  and  economic  hegemony,  but  at  other  times  classes 
become  narrow  interest  groups,  working  in  almost  conspiratorial  fash¬ 
ion  for  short-term  immediate  economic  gain. 

Schwartz’s  emphasis  on  problems  of  organization  and  leadership  and 
the  ways  in  which  the  immediate  economic  interests  affected  reform 
efforts  is  important  —  but  incomplete.  Neglected  is  a  consideration  of 
the  ability  of  the  system  to  accept  reforms  without  being  completely 
destroyed.  Thus,  the  antebellum  planter  class  could  allow  no  compro¬ 
mise  with  abolitionism,  for  such  a  compromise  would  undermine  and 
eventually  destroy  the  entire  social  system.  On  the  other  hand,  fac¬ 
tory  owners  could  agree  to  reforms  concerning  working  conditions,  hours 
of  work,  union  recognition,  and  the  like  without  undermining  the  sys¬ 
tem  itself,  making  reform  in  these  areas  much  more  likely.  “Reform”  in 
the  first  instance  is  not  really  reform  —  but  revolution.  In  the  second 
instance,  the  workers’  demands  would  be  tnily  reformist,  bringing  change 
well  within  the  prevailing  social  and  economic  system. 

On  the  surface  the  Alliance  demands  were  reformist;  the  Exchanges 
would  replace  the  furnishing  merchants  as  the  source  of  credit  and 
supplies.  But  without  a  more  fundamental  restnicturing  of  property  re¬ 
lations,  the  Exchanges,  even  if  successful,  would  simply  become  furnish¬ 
ing  merchants  under  a  different  guise.  To  be  truly  successful  the  Ex¬ 
changes  would  have  had  to  initiate  the  breakup  of  large  estates  and  the 
redistribution  of  property  into  small  family  units  that,  if  they  were 
to  remain  small  and  family  owned,  would  have  had  to  be  largely  self 
sufficient. 

Such  changes  would  have  reversed  the  process  of  commercializa¬ 
tion  in  Southern  agriculture,  particularly  in  the  white,  hill  country 
areas.  They  would  have  radically  altered  property  relations  and  brought 
a  fundamental  redistribution  of  income  and  wealth.  And  they  would 
have  gone  coujiter  to  the  ongoing  process  (mentioned  but  not  pursued 
by  Schwartz)  of  transforming  tenants  into  wage  workers  on  large  farm¬ 
ing  units.  Changes  of  this  kind  may  be  characterized  as  “rational”  in 
that  they  could  alleviate  the  distress  of  tenant  farmers,  but  they  sharply 
contradicted  the  tendencies  in  the  American  economy  and  challenged 
in  a  revolutionary  way  —  actually,  in  a  very  real  sense,  a  reactionary 
way  —  the  economic  system  itself.  Seen  in  this  light,  the  Alliance  was 
far  more  than  a  protest  movement. 

Schwartz’s  study  leaves  many  questions  unanswered  and  many  read¬ 
ers  will  disagree  with  his  analysis.  But  he  has  provided  a  fresh  and  pro¬ 
vocative  look  at  an  important  social  movement  in  the  South.  Historians 
will  do  well  to  read  and  ponder  his  book. 
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THE  CORPORATION  AND  THE  INDIAN:  TRIBAL  SOVER- 
EIGNTY  AND  INDUSTRIAL  CIVILIZATION  IN  INDIAN  TER¬ 
RITORY,  1865-1907.  By  H.  Craig  Miner.  Columbia,  University  of 
Missouri  Press,  1976.  Pp.  xv  +  236.  $11.00. 

Reviewed  by  Mary  Young 
Professor  of  History 
University  of  Rochester 

Already  historians  —  notably  Angie  Debo  and  Paul  W.  Gates  —  have 
accorded  more  than  passing  attention  to  the  work  of  railroad  and  cattle 
corporations  in  effecting  the  transfer  of  Indian  resources  to  non-Indian 
control.  In  this  economical,  judicious,  urbane  little  monograph,  H.  Craig 
Miner  offers  the  first  full-scale  analysis  of  the  role  of  railroad,  mining, 
and  cattle  corporations  in  opening  present-day  Oklahoma  for  develop¬ 
ment.  Miner  argues  that  although  both  railway  and  cattle  corporations 
occasionally  pursued  short-range  competitive  interests  by  supporting 
tribal  government  in  their  opposition  to  hills  for  organizing  an  Indian 
territory  under  U.S.  control,  the  total  impact  of  corporate  involvement 
reinforced  pressures  that  eroded  and  ultimately  destroyed  tribal  sover¬ 
eignty. 

Miner  dates  the  “beginning  of  the  end”  of  tribal  self-government  from 
a  .series  of  post-Civil-War  treaties  with  the  “civilized”  tribes  of  eastern 
Oklahoma  that  granted  rights-of-way  for  railroads.  Although  it  is  true 
that  until  the  war  bankrupted  and  divided  their  people,  tribal  govern¬ 
ments  successfully  warded  off  the  railroads’  demands,  one  could  point 
to  extensive  federal  curtailment  of  the  tribes’  legislative  jurisdiction  and 
meddling  with  the  internal  affairs  of  tribal  governments  from  the  time 
such  governments  were  e.stablished. 

Nonetheless,  Miner  proves  that  the  railroads  in  Cherokee,  Choctaw, 
and  Creek  lands,  as  elsewhere,  brought  townsites  and  mining  and  cattle 
enterprises,  and  with  these  enterprises  both  legal  and  illegal  white  settle¬ 
ment  on  a  scale  far  beyond  the  capacity  of  tribal  govenimcnts  to  control. 
The  resulting  “law  and  order”  problems  alone  provided  convincing  argu¬ 
ments  for  strengthening  the  federal  pre.sence  in  Indian  nations. 

The  adventures  of  tribal  legislatures  with  corporate  lobbyists  recapitu¬ 
lated  the  adv’entures  of  many  .states.  Like  other  states,  the  tribes  included 
many  citizens  who  regarded  full-scale  use  of  local  resources  as  essential 
to  “progress.”  E.  C.  Boudinot,  leader  of  the  .southeni  faction  of  the 
Cherokee,  activ'ely  lobbied  for  rights-of-way,  laid  out  the  first  railroad 
boom-town  in  the  Cherokee  Nation,  organized  his  own  railway  company, 
joined  the  “ring”  that  lobbied  in  Washington  for  the  organization  of  a 
federal  Indian  territory,  and  touted  both  the  inevitability  and  the  virtue 
of  “development”  in  his  newspaper,  Indian  Progress.  Dennis  W.  Bushy- 
head,  principal  chief  of  the  Cherokee  from  1879  to  1887,  illustrates 
another  kind  of  adaptation  to  the  modem  world.  He  restored  the  soK'ency 
of  the  Cherokee  treasury  and  enlisted  cattlemen  in  the  cause  of  tribal 
sovereignty  by  renting  six  million  acres  of  grazing  land  to  the  Cherokee 
Strip  Liv'estock  Association. 

Yet  tribal  governments  and  governors  proved  to  be  different  from 
ordinary  state  officials  in  significant  ways.  Factions  of  long  standing  — 
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usually  identified  as  “fullblood”  though  their  leaders  might  he  pale¬ 
skinned  college  graduates  in  business  suits  —  opposed  corporate  penetra¬ 
tion  as  a  threat  to  their  isolation,  independence,  and  tradition  of  common 
ownership  of  the  land.  Unfortunately,  factional  rivalries  exacerbated  the 
Indian  governments’  tendency  to  appeal  to  Washington  to  settle  the  de¬ 
tails  of  leases,  royalty  payments,  and  tribally-awarded  corporate  charters. 
Following  a  tradition  of  long  standing,  Washington  proved  only  too  eager 
to  intervene.  Much  federal  meddling  probably  reflected  benevolent  in¬ 
tent.  One  or  another  federal  official  found  tribesmen  wanting  the  capacity 
to  manage  their  own  corporations,  negotiate  profitable  leasing  agree¬ 
ments,  collect  legislatively-imposed  royalties.  So  an  attorney-general,  a 
Commissioner  of  Indian  Affairs,  a  Secretary  of  the  Interior  or  a  Senate 
committee  redid  the  tribe’s  business,  not  infrequently  to  the  short-run 
economic  advantage  of  the  Indians.  Such  interference  did  not  enhance 
the  predictability  of  the  business  climate  in  the  Indian  nations  or  the 
enthusiasm  of  businessmen  for  dealing  with  two  tiers  of  sovereignty. 
Nonetheless,  some  persistent  and  well-connected  oil  and  coal  operators 
managed  to  snake  through  the  bureaucratic  maze  and  emerge  at  the  end 
with  highly  profitable  leasing  agreements. 

Congress  proved  considerably  more  hospitable  to  corporate  lobbyists 
than  to  tribal  delegates.  Beginning  in  1882  with  a  unilateral  grant  of  rail¬ 
road  right-of-way  over  lands  owned  in  fee  by  the  tribes,  and  culminating 
with  the  virtual  abolition  of  tribal  governments’  control  over  their  own 
people  and  resources  in  the  Curtis  Act  of  1898,  Congress  reduced  Indian 
sovereignty  by  simply  ignoring  it. 

Although  Miner  has  confined  his  research  primarily  to  the  voluminous 
records  of  the  tribes  and  the  federal  establishment,  inferring  corporate 
purposes  from  the  behavior  and  testimony  of  the  corporations’  representa¬ 
tives  rather  than  from  internal  business  records,  he  keeps  deftly  in  touch 
with  larger  corporate  strategies.  No  summary  can  do  justice  to  the  com¬ 
plexity  of  the  games  he  describes.  He  populates  his  story  not  with 
heroes  and  villains,  but  with  players  more  or  less  clever,  more  or  less 
informed,  at  a  game  whose  rules  proved  unpredictable  and  whose  param¬ 
eters  few  understood.  At  the  end  of  the  game,  the  state  of  Oklahoma 
emerged  with  more  than  5,000  miles  of  railroad,  dozens  of  gushers  and 
incipient  millionaires,  and  (in  the  eyes  of  the  law)  not  a  single  sovereign 
Indian  nation  to  its  name. 


o  o  o 

HISTORY  OF  TECHNOLOGY.  Edited  by  A.  Rupert  Hall  and  Norman 
Smith.  London,  Mansell,  1976.  (Distributed  by  ISBS,  Post  Office  Box 
555,  Forest  Grove,  OR  91116.)  Pp.  vii  -I-  183.  $22.50. 

Reviewed  by  James  E.  Brittain 
Associate  Professor  of  History  of  Science  and  Technology 
Georgia  Institute  of  Technology 

This  volume  launches  an  important  new  venture  in  the  history  of  tech¬ 
nology  under  the  editorship  of  two  well-known  British  scholars.  As  the 
editors  suggest  in  their  preface,  they  regard  it  as  a  competitor  of  such 
established  periodicals  as  Technology  and  Culture.  Although  all  but  one 
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of  the  contributors  to  the  inaugural  volume  have  a  British  connection,  the 
editors  emphasize  that  they  would  welcome  appropriate  contributions 
from  elsewhere  for  subsequent  annual  volumes.  Manuscripts  may  be  ad¬ 
dressed  to  the  editors  at  the  Department  of  History  of  Science  and  Tech¬ 
nology,  Imperial  College,  London  SW  7. 

The  following  eight  articles  are  included  in  volume  I:  D.  S.  L.  Cardwell 
and  Richard  L.  Hills,  “Thermodynamics  and  Practical  Engineering  in  the 
Nineteenth  Century;”  Jacques  Heyman,  “Couplet’s  Engineering  Memoirs, 
1726-33;”  Norman  A.  F.  Smith,  “Attitudes  to  Roman  Engineering  and  the 
Question  of  the  Inverted  Siphon;”  R.  A.  Buchanan,  “The  Promethean 
Revolution:  Science,  Technology  and  History;”  M.  Daumas,  “The  History 
of  Technology:  its  Aims,  its  Limits,  its  Methods;”  Keith  Dawson,  “Elec¬ 
tromagnetic  Telegraphy:  Early  Ideas,  Proposals  and  Apparatus;”  Marie 
Boas  Hall,  “The  Strange  Case  of  Aluminium;”  and  G.  Hollister-Short, 
“Leads  and  Lags  in  late  Seventeenth-Century  English  Technology.” 

I  found  the  two  most  original  and  provocative  papers  to  be  those  of 
Smith  and  Hollister-Short.  Their  papers  have  several  common  features 
despite  being  about  very  different  periods  and  cultures.  Both  are  revision¬ 
ist,  deal  with  water  technology,  and  focus  on  aspects  of  complex  systems 
that  frequently  have  been  overlooked  or  overshadowed  by  aqueduct 
bridges  and  Newcomen  engines. 

Smith’s  essay  is  one  of  the  best  I  have  encountered  on  the  theme  of 
Roman  engineering.  He  includes  a  thorough  critique  of  previous  scholar¬ 
ship  that  reveals  some  of  the  more  serious  deficiencies  and  stereotypes. 
The  rest  of  the  paper  is  a  model  exposition,  with  imaginative  and  effective 
use  of  both  documentary  and  artifactual  evidence  to  formidate  a  new 
interpretation.  He  demonstrates  to  my  satisfaetion  that  the  Romans  did 
utilize  the  inverted  siphon  whenever  it  was  more  economical  or  expedient 
than  alternatives. 

Hollister-Short  uses  mining  pump-rod  systems  to  dev'elop  a  surprisingly 
novel  interpretation  of  the  pre-history  of  the  British  Industrial  Revolution. 
He  argues  persuasively  that  the  failure  of  German  mine  pumping  tech¬ 
nology  to  diffu.se  into  Engli.sh  mines  by  the  early  170()s  had  the  paradoxical 
effect  of  accelerating  adoption  of  new  and  more  expensive  steam-driven 
pumps.  In  the  process,  he  challenges  J.  U.  Nef’s  thesis  that  English  mines 
were  too  deep  to  have  been  drained  successfully  by  existing  non-steam 
pumps.  Hollister-Short  speculates  that  the  English  may  have  “put  them¬ 
selves  to  school  with  quite  the  wrong  masters”  by  adopting  Dutch  rather 
than  German  methods  (172).  He  suggests  that  the  Netherlands  acted  as 
a  cultural  barrier  against  technological  diffusion  from  Germany. 

Business  historians  may  find  the  historiographic  essay  by  Maurice 
Daumas,  translated  and  introduced  by  A.  R.  Hall,  interesting.  Daumas 
(and  Hall)  rai.se  the  issue  of  whether  the  emphasis  on  the  soeial  and  eul- 
tural  context  of  technology  advocated  by  several  leading  scholars  in  the 
profe.ssion  is  desirable  as  opposed  to  investigations  of  “the  origin,  defini¬ 
tion,  chronology,  and  transmission  of  techniques”  (88).  Daumas  also 
evaluates  the  feasibility  of  substituting  precise  symbols,  lattices,  and 
graphical  repre.sentations  of  technological  change  for  the  more  qualitative 
methods  that  have  been  more  traditional  among  historians  of  technology. 

The  editors  of  History  of  Technology  have  adopted  a  format  much  like 
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that  of  History  of  Science,  which  was  published  as  an  annual  volume  from 
1963  to  197ii  and  has  continued  as  a  quarterly.  One  of  the  more  attractive 
features  of  Ilistory  of  Science  was  its  long  essay  reviews  and  bibliographic 
essays.  The  editors  would  perform  a  useful  service  to  the  profession  by 
including  these  features  in  addition  to  articles.  Also  I  found  the  quality 
of  the  articles  to  be  quite  uneven.  A  few  should  have  been  subjected  to  a 
more  rigorous  refereeing  process  before  being  accepted  for  publication. 
Nevertheless,  I  agree  with  the  editors  that  there  is  room  for  another 
journal  devoted  to  dissemination  of  scholarly  research  in  the  history  of 
technology. 


e  o  • 

PERSPECTIVES  ON  TECHNOLOGY.  By  Nathan  Rosenberg.  New 
York.  Cambridge  University  Press,  1976.  Pp.  x  -f  353.  Cloth:  $24.95; 
paper:  $6.95. 

Reviewed  by  Reese  V.  Jenkins 
Associate  Professor  of  History 
of  Science  &  Technology 
Case  Western  Reserve  University 

All  too  frequently,  collections  of  previously  published  articles  by  a 
single  academic  author  are  redundant  vanity  pieces  indulged  in  to  pro¬ 
vide  a  .shortcut  to  lengthening  the  vita  and  impressing  the  dean.  This 
work  is  a  significant  exception.  During  the  past  quarter  century  much 
of  the  serious  academic  study  of  the  nature,  character,  development,  and 
impact  of  technology  has  coalesced  about  two  major  groups  with  dis¬ 
tinctively  differing  models  of  the  activity:  economic  historians  drawing 
nearly  exclusively  upon  economie  assumptions  and  historians  of  tech¬ 
nology,  who  focus  strongly  upon  internal  technical  developments  while 
also  drawing  upon  methodologies  from  .social,  economic,  and  intellectual 
history  and  anthropology.  As  these  approaches  have  become  more  sharply 
demarcated  during  the  past  fifteen  years,  Nathan  Rosenberg,  an  eco¬ 
nomic  historian,  has  emerged  as  a  pioneering  leader  in  seeking  to  bridge 
these  two  main  streams  of  technology  studies. 

Much  of  Rosenberg’s  most  important  work  is  buried  in  articles  .scattered 
through  nearly  a  dozen  journals  and  symposia  volumes.  Therefore,  it  is 
appropriate  that  these  articles  be  brought  together  and  be  made  readily 
available  to  students  of  the  subject.  Because  Rosenberg’s  research  is 
focused,  the  collection  possesses  an  unusually  strong  unity  for  a  work 
of  this  type.  He  divides  the  articles  into  four  groups:  historical  accounts, 
origins  of  new  technology,  technological  diffusion,  and  technology  and 
the  environment.  In  the  first  group,  three  historical  articles  emphasize 
nineteenth  century  American  technology.  Included  is  an  important 
artiele  on  the  role  of  the  machine  tool  indu.stry  in  the  diffusion  of  tech¬ 
nological  change  from  the  manufacture  of  firearms  early  in  the  nineteenth 
century  through  a  sequence  of  products  concluding  with  the  production 
of  bicycles  and  automobiles  at  the  turn  of  the  twentieth  century.  The 
other  two  articles  compare  American  and  British  wage  differences  and 
the  role  of  resource  endowment  in  the  use  of  wood  in  machines.  In  the 
former  he  suggests  that  wages  of  American  machine  makers  were  abso- 
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lutely  less  than  those  of  the  English,  hence  raising  a  qualification  of 
Habakkuk’s  case  that  higher  labor  costs  in  America  than  in  Britain 
prompted  the  differences  in  degree  of  mechanization  in  the  nineteenth 
century. 

The  remaining  three  groups  are,  in  general,  less  historical  and  more 
conceptual  and  evaluative;  yet,  Rosenberg  frequently  takes  recourse  to 
historical  illustration  and  example,  often  drawn  from  the  capital  goods 
industry  with  which  he  is  so  familiar.  The  second  and  third  groups  arc 
concerned  with  analyses  of  invention  and  innovation;  the  economic  and 
social  factors  influencing  the  origins,  directions,  and  timing  of  such 
creative  efforts;  and  the  diffusion  of  technological  changes.  Here  he 
quite  appropriately  argues  that  inventiv'e  activity  is  a  gradual,  con¬ 
tinuous  process  as  opposed  to  Schumpeter’s  earlier  emphasis  on  a  few 
major  discontinuous  innovations.  Rosenberg  believes  that  the  broad, 
ultimate  incentives  are  economic,  but  because  they  are  diffuse,  thev  do 
not  explain  the  particular  sequence  and  timing  of  innovative  activity. 
Therefore,  he  turns  attention  to  the  specific  characteristics  of  the  tech¬ 
nology  and  its  setting,  emphasizing  technological  disequilibria,  the  in¬ 
terdependence  of  technologies,  the  key  role  of  the  capital  goods  sector 
in  technological  diffusion,  and  social-institutional  factors.  This  analysis 
is  done  in  a  context  of  sustained  argument,  reflecting  broad  acfjuaintance 
with  the  current  economic  literature  and  sophisticated  historical  under¬ 
standing  of  the  parameters  of  the  technologies.  This  successful  bridging 
effort  is  accomplished  without  overburdening  the  reader  with  tech¬ 
nicalities. 

The  final  section  includes  three  articles  addressing  the  issues  of  tech¬ 
nology,  the  environment,  and  available  resources  for  the  future.  Sig¬ 
nificantly,  these  articles  demonstrate  the  weaknesses  of  the  arguments 
of  our  contemporary  doomsayers  by  focusing  on  the  roles  of  resource 
substitution  and  technological  change.  Treating  these  issues  with 
sensitivity  and  wisdom,  he  places  them  in  historical  perspective,  begin¬ 
ning  with  Thomas  Malthus. 

'1  he  concluding  essay  is  essentially  a  criti(juc  of  Jacob  Schmookler’s  In- 
vention  and  Economic  Groicth.  While  others  have  criticized  Schmook¬ 
ler’s  use  of  patents  as  surrogates  for  invention,  Rosenberg  attacks 
his  view  of  technological  change  as  a  factor  that  can  be  explained  en¬ 
tirely  in  economic  terms.  Addressing  Schmooklcr’s  demand-side  em- 
ph  asis,  he  argues  that  Schmookler  ignores  important  supply-side 
considerations  because  he  regards  science  and  technology  as  omnicom¬ 
petent.  Schmookler’s  position,  of  course,  also  clashes  with  Rosenberg’s 
view  of  the  interdependence  of  technologies  and  his  view  that  internal 
factors  are  important  in  technological  development.  Hence,  Rosenberg 
steers  a  middle  course  between  those  current  critics  who  see  technology 
as  an  autonomous  and  often  ominous  force  and  those  who  seek  to 
interpret  technology  exclusively  in  economic  tenns. 

While  I  find  Rosenberg’s  arguments  sound  and  convincing,  his  own 
predilections  for  an  economic  framework  prevent  him  from  developing 
and  exploiting  more  fully  the  current  emphasis,  within  history  of  tech¬ 
nology  circles,  upon  technologies  as  bodies  of  knowledge  that  embody 
values,  aesthetics,  cultural  presuppositions,  and  other  non-economie 
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elements  (for  example,  see  the  Bunidy  Library  Conference  Proceedings 
[1973]  in  Technology  and  Culture,  Oct.  1976).  Were  he  to  abandon 
his  view  of  science  as  bodies  of  cumulative,  positive  knowledge  and  to 
draw  more  carefully  relationships  between  science  and  technology,  then 
he  could  develop  even  more  forcefully  his  important  emphasis  on 
supply-side  considerations  and  some  of  their  non-economic  origins. 

This  is  minor  critici.sm,  however,  of  an  important  series  of  essays  that 
deserve  to  be  read  and  understood  by  a  wide  audience  Rosenberg  is  a 
moderate  interdisciplinarian  who  has  provided  and  continues  to  provide 
a  thoughtful,  informed,  and  vitally  important  bridge  between  two  major 
perspectives  on  technology  today.  Cambridge  University  Press  has 
served  him  well,  wisely  providing  full  documentation  of  the  original 
articles  and  an  excellent  index.  They  have  also  prepared  a  paperback 
edition,  which  makes  the  study  available  at  moderate  cost  for  classroom 
use.  It  is  to  be  hoped,  therefore,  that  this  work  will  be  read  by  all 
students  of  business  and  economic'  history  who  are  concerned  with  the 
role  of  technology  in  the  Western  business  and  economic  .system. 

0  0  0 

THE  POLITICS  OF  BUSINESS  IN  CALIFORNIA,  1890-1920.  By 
Mansel  G.  Blackford.  Columbus,  Ohio  State  University  Press,  1977. 
Pp.  xiii  -I-  221.  $12.50. 

Reviewed  by  Walton  Bean 
Professor  of  History 
University  of  California,  Berkeley 

This  book  makes  an  important  contribution  by  using  the  politics  of 
California  in  the  late  nineteenth  and  early  twentieth  centuries  as  a  ca.se 
study  in  as.se.ssing  the  contributions  of  business  groups  to  the  political- 
eeonomic  reforms  of  the  period.  It  builds  on  the  work  of  Samuel  P. 
Havs,  in  his  The  Response  to  Indusirialism  (19.57),  and  of  Robert  Wiebe 
in  Businessmen  and  Reform  (1962)  and  The  Search  for  Order  (1967). 
These  and  other  historians  concluded  that  the  earlier  interpretations  of 
George  Mowr\',  in  The  California  Progressives  (19.51),  and  of  Richard 
Hofstadter,  in  The  Age  of  Reform  (1955),  had  overstressed  the  impor¬ 
tance  of  patrician  reformers  and  the  efforts  of  a  displaced  elite  to  regain 
status.  Of  greater  importance.  Hays  and  Wiebe  argued,  were  the 
efforts  of  new,  aggressive,  increasingly  self-conscious  groups  of  profe.s- 
sionals  and  specialists  in  business,  agriculture,  and  labor. 

Gabriel  Kolko,  in  The  Triumph  of  Conservatism,  a  Reinterpretation 
of  American  History,  1900-1916  (1963),  went  .so  far  as  to  argue  that 
national  political  leaders  during  that  period  “in  virtually  every  ca.se  cho.se 
those  solutions  to  problems  advocated  by  the  representatives  of  con- 
eemed  business  and  financial  interests”  (2).  Mansel  G.  Blackford’s 
evidence  is  limited  to  the  politics  of  California,  but  it  .suggests  that 
Kolko’s  as.sumptions,  like  those  of  so  much  recent  revisionist  historiog¬ 
raphy,  were  at  once  perverse  and  simplistic.  The  California  evidence 
also  .sugge.sts  that  Hays  and  Wiebe,  though  to  a  lesser  degree  than 
Kolko,  may  have  exaggerated  the  relative  importance  and  success  of 
businessmen  in  shaping  the  political  reforms  of  the  Progressive  era. 
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On  the  other  hand,  the  broader  interpretation,  stressed  by  Hays, 
Wiebe,  and  others,  that  a  major  force  in  this  period  was  the  attempt  of 
Americans  to  cope  with  social  and  economic  disniptions  by  increasing 
the  degrees  of  organization,  modernization,  centralization,  and  bureau¬ 
cratization  in  American  society  and  government,  is  a  basic  assumption 
of  Blackford’s  book.  In  California,  as  in  the  nation  generally,  the  spread 
of  bureaucratic  organizations  and  the  growth  of  professions,  together 
with  a  heightened  awareness  of  the  need  for  order  and  efficiency,  formed 
a  major  theme  in  the  history  of  the  period.  Businessmen  “tried  to  solve 
their  difficulties  through  a  complex  combination  of  private  and  public 
activities  that,  taken  together,  comprise  what  I  have  labeled  the  ‘politics 
of  business’”  (x). 

In  agriculture  (more  recently  called  agribusiness),  California  growers 
sought  to  combat  the  specter  of  overproduction  by  establishing  private 
cooperative  marketing  arrangements,  with  limited  success;  in  state 
politics,  Blackford  emphasizes  the  struggle  between  growers  and  con¬ 
sumers,  a  struggle  that  had  nothing  to  do  with  either  party  lines  or 
distinctions  between  “progressive”  and  “reactionary.”  Grower  and  con¬ 
sumer  interests  cancelled  each  other  out,  and  virtually  no  important 
state  legislation  resulted.  In  oil,  although  overproduction  was  equally 
troublesome,  oil  men  backed  conservation  measures  only  when  they 
promised  immediate  benefits,  and  struggles  within  the  industry  itself 
prevented  any  consensus  on  effective  state  regulation.  Lumbermen 
supported  conservation  and  scientific  forestry  only  when  assured  that 
they  could  profit  by  doing  so. 

Groups  of  businessmen  were  most  effective  in  politics  through  their 
contributions  to  the  1911  laws  for  the  regulation  of  railroads  and  public 
utilities.  The  driving  force  for  railroad  regulation,  Blackford  finds,  came 
less  from  an  outraged  public  seeking  lower  rates  than  from  shippers 
and  merchants  who  wanted  to  stabilize  their  businesses;  for  this,  uniform 
rates  were  more  important  than  lower  ones.  Public  utility  executives 
hoped  that  state  regulation  would  end  competition,  and  also  end  the 
continual  wrangling  with  local  authorities.  Bankers  were  also  fairly 
successful  politically  when  the  Bank  Act  of  1909,  drawn  up  mainly  by 
a  committee  of  the  California  Bankers  Association,  provided  for  the 
office  of  state  superintendant  of  banks,  which  would  conduct  periodic 
examinations;  this  made  banking  more  orderly,  with  a  resulting  increase 
in  its  profits  and  reduction  in  its  losses.  The  proposals  of  some  pro¬ 
gressive  legislators  for  deposit  insurance  were  denounced  and  blocked 
by  the  bankers  as  “socialism,  thinly  disguised.”  A  “blue  sky”  law,  sought 
by  the  investment  bankers  themselves,  brought  greater  order  into  their 
business.  The  tax  reform  act  of  1910  gave  businessmen  statewide  uni¬ 
formity,  at  very  moderate  levels,  in  corporation  taxes. 

Blackford  has  explicitly  sought  to  throw  light  on  the  much-debated 
question  of  whether  American  politics  have  been  elitist  or  pluralistic, 
and,  especially,  the  extent  to  which  businessmen  controlled  politics  for 
their  own  ends.  He  plumps  for  pluralism,  so  far  as  this  study  has  general 
implications.  Although,  as  Hiram  Johnson  remarked,  businessmen  would 
have  liked  to  capture  control  of  the  state  commissions  set  up  to  supervise 
their  activities,  they  succeeded  only  in  a  few  cases,  at  least  in  California 
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in  the  Progressive  era.  The  insurance  companies  probably  achieved  the 
greatest  degree  of  success  in  this  respect.  I  would  add  that  in  the 
1920s,  the  time  of  the  real  “triumph  of  conservatism,”  most  of  the  other 
state  commissions  did  come  under  the  control  of  the  businesses  they 
were  supposed  to  regulate.  But  even  then,  as  in  the  earlier  decades,  it 
is  clear  that  California  businessmen  achieved  only  partial  success  in 
their  efforts  to  order  events,  either  in  the  private  or  the  public  sector. 

The  book  is  outstandingly  well  researched,  well  organized,  and  well 
written. 


HISTORY  OF  THE  ILLINOIS  CENTRAL  RAILROAD.  By  John 
F.  Stover.  New  York,  Macmillan  Publishing  Co.,  Inc.,  1975.  Pp.  xiv  + 
575.  $15.00. 

Reviewed  by  H.  Craig  Miner 
Associate  Professor  of  History 
Wichita  State  University 

Former  Illinois  Central  President  William  Ackerman  was  sad  to  report 
in  1901  that  he  had  to  give  away  the  entire  edition  of  a  company  history 
he  had  written,  as  it  sold  only  two  copies.  The  many  positive  qualities 
of  John  Stover’s  latter-day  essay  into  the  same  field  guarantee  it  a  va.stly 
more  favorable  reception. 

As  part  of  the  Macmillan  Railroads  of  America  series,  this  history  had 
to  fit  a  format  limited  not  so  much  in  length  (an  ample  500  plus  pages) 
as  in  the  attention  that  could  be  given  to  a  single  topic.  Stover  does  a 
good  job  of  making  that  limitation  a  virtue.  The  balance  of  subjects 
treated  is  outstanding.  Among  topics  isolated  throughout  the  book  are 
labor  relations,  technological  innovation,  the  railroad’s  impact  on  urban 
areas  (especially  Chicago),  and  the  effect  of  persotiality  upon  manage¬ 
ment.  One  of  this  book’s  special  strengths  is  also  the  broad  knowledge 
of  the  history  of  U.S.  railroads  in  general,  which  Stover  has  gained  in 
years  of  work  in  the  field.  This  prevents  the  tunnel  vision  (if  I  may  be 
excused  the  phrase  in  this  conte.xt)  that  often  flaws  company  histories. 
Time  after  time,  the  real  stakes  of  I.C.  strategy  are  revealed  by  relating 
its  interests  to  goings-on  in  the  board  rooms  of  a  number  of  other 
corporations.  This  kind  of  knowledge  also  prevents  Stover  from  accept¬ 
ing  oversimplified  explanations,  so  that,  despite  the  brief  compass  given 
some  eras,  the  reader  gets  an  accurate  sense  of  the  complexity  of  the 
business.  Last  among  the  techniques  that  help  this  book  away  from  the 
glorified  textbook  class  is  the  excellent  use  of  statistics  in  a  way  that 
really  illuminates  the  arguments  of  the  text  (93  per  cent  of  I.C.  land 
sold  was  in  less  than  160  acre  plots;  in  1887,  thirty-five  miles  of  railroad 
track  were  built  every  day  over  the  country)  rather  than  .standing  as 
obligations  one  sometimes  wishes  authors  would  ignore. 

As  a  most  subjective  impression,  I  would  say  that  the  early  part  of 
the  book  is  the  most  compelling  in  communicating  the  immediacy  of  the 
railroad’s  great  undertakings,  thanks  probably  to  the  use  of  the  I.C. 
archives  available  for  this  period  in  great  variety.  Personalities,  how¬ 
ever,  seem  to  emerge  more  strongly  in  the  second  half,  due  perhaps  to 
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use  of  a  company  magazine  and  interviews.  When  a  book  is  as  original 
as  this  one,  it  is  frustrating  to  be  unable  to  determine  very  well  the  inter¬ 
play  of  text  and  research  through  footnotes,  which  in  this  volume  are 
most  sparse.  Illustrations,  though,  mesh  very  well  with  the  narrative 
and  some,  such  as  the  one  of  prim  passengers  on  the  Panama  Limited 
following  page  273,  or  the  Green  Diamond  diesel  after  page  333,  or  the 
sinister  line  of  steam  engines  in  the  Chicago  yards  after  page  345,  com¬ 
municate  a  tone  that  no  sentence  could. 

It  is  easy  to  forget  that  the  150-mile  Illinois  Central  was  in  the  1850s 
the  longest  railway  in  the  world,  and  it  is  possible  to  lose  track  of  what 
an  experiment  was  implied  in  the  federal  land  grant  policy  inaugurated 
with  that  line.  The  book  re-introduces  the  student  to  these  things  in  a 
detail  that,  while  not  as  definitive  in  special  areas  as,  say,  Paul  Gates’ 
work  on  the  I.C.  colonization  policy,  combines  breadth  and  depth  as 
well  as  anything  on  the  subject.  The  breadth  allows  a  reader  to  see  the 
railroad  as  a  nursery  for  leadership,  and  to  collect  a  list  of  names  of  those 
connected  with  it  that  is  a  most  impressive  roll  of  nineteenth  century 
talent:  Abraham  Lincoln,  Nathaniel  Banks,  Andrew  Carnegie,  James  F. 
Joy,  George  McClellan,  P.  G.  T.  Beauregard,  and  E.  H.  Ilarriman  among 
them.  Also,  as  with  any  careful  corporate  history,  a  number  of  figures 
emerge  with  whom  the  general  reader  was  unaquainted,  but  who  turn 
out  to  have  made  more  significant  contributions  than  the  absence  of  their 
names  in  general  works  would  suggest.  In  addition,  there  are  introduc¬ 
tions  to  the  history  of  the  many  small  lines  that  go  to  make  up  a  great 
railway  system.  Here  the  history  of  the  I.C.  is  particularly  interesting 
since  it  was  a  north-south  line  and  as  such  became  involved  in  the 
post-Civil-War  economic  reconstruction  of  the  .sotithem  states.  From 
the  time  Stover  points  out  that  Cairo,  Illinois  is  farther  south  than  the 
Confederate  capital  at  Richmond,  to  his  travels  (through  the  eyes  of 
contemporaries)  over  the  bumpy  roadbeds  of  such  lines  as  the  New 
Orleans,  Jackson  and  Great  Northern,  the  southern  connection  provides 
elements  of  the  unusual  and  often  humorous  to  the  narrative. 

At  first  glance,  this  volume  looks  forbidding,  not  only  because  of  its 
size  but  because  of  its  unimaginative  chapter  titles,  its  division  into 
separately  titled  sections,  and  its  series-type  regularity  of  outline.  Yet 
for  an  attentive  reader  it  is  not  only  most  valuable,  but  entertaining  as 
well,  though  hardly  flashy  or  dramatic  in  stylistic  innovation.  Its  virtues 
are  balance,  completeness,  clarity,  and  solidity  of  scholarship. 

o  o  o 
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THE  ECONOMIC  HISTORY  OF  THE  UNITED  STATES  PRIOR 
TO  1860:  AN  ANNOTATED  BIBLIOGRAPHY.  Edited  by  Thomas 
Orsagh,  et  al.  Santa  Barbara,  Calif.,  Clio  Press,  1975.  Pp.  xiii  +  100. 
$9.75. 

BRITISH  ECONOMIC  AND  SOCIAL  HISTORY:  A  BIBLIO¬ 
GRAPHICAL  GUIDE.  Compiled  by  W.  H.  Chaloner  and  R.  C. 
Richardson.  Manchester,  Manchester  University  Press,  1976.  Pp.  xiv  4- 
130.  $17.50. 


Reviewed  by  Richmond  D.  Williams 
Director 

Eleutherian  Mills  Historical  Library 

All  bibliographies  are  helpful  and  thus  are  welcome  to  scholars  and 
students  in  any  field.  Thomas  Orsagh  and  his  team  of  five  graduate 
students  and  the  eo-eompilers,  W.  H.  Chaloner  and  R.  C.  Richardson, 
are  to  he  thanked  for  summarizing  the  subject  matter  in  this  fa.shion. 
Both  hooks  are  modest  in  tone.  Both  sets  of  compilers  disclaim  any 
pretension  to  completeness  or  depth;  rather,  they  view  these  hooks  as 
introductions  to  the  literature  of  the  subject. 

Economic  Hisiortj  of  the  United  States  Prior  to  1860  organizes  799 
monographs  and  articles  from  an  economist’s,  rather  than  an  historian’s, 
point  of  view.  The  working  out  of  economic  issues,  ideas,  and  problems 
as  topics  is  of  greater  concern,  per  se,  than  the  underlying  historical 
development.  One  indication  of  this  is  the  division  of  the  subject  matter 
into  “colonial”  and  “post-colonial”  periods.  The  editor,  Orsagh,  justifies 
the  appearance  of  a  new  bibliography  —  half  the  size  of  George  Rogers 
Taylor’s  1969  publication  —  in  terms  of  annotation.  This  feature  is 
most  effective  when  the  comments  describe  content,  rather  than  make 
judgments  such  as  “important,”  “definitive,”  “popular,”  “good,”  “ex¬ 
cellent,”  and  “classic.”  The  evaluation  of  particular  works  in  most 
bibliographies  is  useful  to  the  reader  in  direct  proportion  to  the  known 
authority  and  viewpoint  of  the  compiler;  this  value  is  dimini.shed  in  a 
eollahorative  effort  of  young,  untried  scholars.  The  bibliography,  how¬ 
ever,  is  strong  enough  in  the  systematic  analysis  of  journal  and  other 
literature  to  raise  expectations  that  similar  team  efforts  may  open  up 
other  subject  areas. 

The  editing  is  very  tight;  there  are  few  typographical  errors  or  trans¬ 
positions  in  numbers  or  dates.  There  are  author  and  subject  indices. 
About  forty  titles  (5  per  cent)  were  not  examined  by  the  team  and 
most  of  these  were  doctoral  dissertations  or  hooks  with  narrow  geo¬ 
graphical  limits.  Bibliographies  and  reprints  are  noted  with  care.  Two 
omissions  —  E.  S.  Ferguson’s  Bibliography  of  the  History  of  Technology 
(1968)  and  L.  E.  Davis  and  D.  C.  North’s  Institutional  Change  and 
American  Economic  Growth  (1971)  — raise  questions  of  technique  and 
coverage.  The  scholarship  embodied  in  these  works  is  cited  instead  in 
foreshadowing  journal  articles. 

British  Economic  and  Social  History  packs  over  4,200  entries  in  114 
pages  —  over  five  times  as  many  as  the  Orsagh  book  contains  in  eighty- 
five  pages  of  text.  There  is  a  great  deal  of  helpful  annotation  and  cross- 
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referencing.  Because  of  the  enormous  scope  in  time  and  subject  matter, 
the  bibliography  is  divided  as  follows:  historiography  and  methodology 
(166  entries);  England  1066-1300  (394  entries),  1300-1500  (404), 
1500-1700  (1149),  and  1700-1970  (1780);  Wales  1700-1966  (15 
entries);  Scotland  1066-1700  (122  entries),  since  1700  (39);  and 
Ireland  1066-1700  (109  entries),  and  since  1700  (62).  Dr.  Richardson 
compiled  the  author  index  and  the  sections  on  historiography  and  pre- 
1700.  Dr.  Chaloner  took  care  of  the  rest,  except  that  both  worked  on 
Scotland  and  Ireland  with  help  from  specialists. 

The  joining  of  social  and  economic  history  has  always  seemed  appro¬ 
priate  for  England.  The  manor  and  the  monastery  were  both  social  and 
economic  units.  This  combination  of  historical  emphases  contrasts  with 
Orsagh’s  conceptual,  economics  approach.  For  example,  Orsagh  divides 
twenty-four  items  on  population  into  “general  studies,”  “more  specialized 
studies,”  and  “mortality  and  natality;”  and  eleven  migration  entries  into 
“international  aspects,”  “internal  migration,”  “general  studies”  and 
“Turner  thesis.”  On  the  other  hand,  Richardson  and  Chaloner  include 
170  items  under  such  headings  as  “general  works,”  “sources,”  “the 
family,”  “internal  mobility,”  “emigration,”  “immigration,”  “disease”  and 
“local  and  regional  studies.” 

After  testing  British  Economic  and  Social  History  in  several  special¬ 
ized  areas,  I  find  it  to  be  a  remarkable  introduction  to  the  literature  in¬ 
cluding  general  works,  monographs,  articles  from  scholarly  journals, 
printed  sources,  and  periodicals;  the  latter  in  addition  to  the  twenty-six 
major  periodicals  that  have  their  titles  abbreviated  to  save  space.  Some 
readers,  who  need  reading  glasses  for  farsightedness,  will  probably 
grotise  about  the  size  of  the  type;  actually  it  is  slightly  larger  than  tele¬ 
phone  book  type  and  more  legible. 


THE  CANADIAN  NORTHERN  RAILWAY:  PIONEER  ROAD  OF 
THE  NORTHERN  PRAIRIES  1895-1918.  By  T.  D.  Regehr.  Toronto, 
The  Macmillan  Company  of  Canada  Limited.  1976.  Pp.  xiv  -|-  543. 
$27.50. 

Reviewed  by  James  J.  Talman 
Professor  of  History 
The  University  of  Western  Ontario 

This  work,  the  first  comprehensive  history  of  the  Canadian  Northern 
Railway,  fills  a  gap  in  Canadian  railway  history.  Earlier  brief  accounts, 
few  in  number  and  generally  unfriendly,  have  appeared  only  in  general 
railway  histories. 

In  1895  Donald  Mann  acquired  the  charter  of  the  Lake  Manitoba 
Railway  and  Canal  Company.  William  Mackenzie  soon  joined  him  and 
in  December  1896,  they  began  operating  101  miles  of  line.  Both  men 
had  already  established  good  reputations  as  efficient  railway  contractors. 
In  December  1898,  the  partners  added  the  Winnipeg  Great  Northern 
Railway  Company  to  their  first  line  to  form  the  Canadian  Northern 
Railway  Company,  chartered  in  1899.  From  then  on  they  continued  to 
acquire  charters  and  leases  and  to  build  branch  lines.  In  1903  the 
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partners  determined  to  extend  to  the  east  and  by  1915  the  Canadian 
Northern  had  become  a  transcontinental  railway,  which  in  1917  operated 
9,433  miles. 

The  two  men  operated  through  a  private  contracting  partnership, 
Mackenzie,  Mann  and  Co.  Ltd.  This  company  handled  virtually  all  the 
early  construction  contracts  for  the  Canadian  Northern,  subletting  as 
required.  The  company  in  addition  carried  out  promotional,  financial 
and  developmental  functions,  which  the  railway  could  not  perform  under 
its  own  charter,  and  advanced  funds,  being  reimbursed  when  guaranteed 
bonds  were  earned  and  sold.  Normally  the  company  exchanged  its  bonds 
and  stock  holdings  in  ancillary  companies  it  owned  for  Canadian 
Northern  bonds  and  stocks.  The  incorporation  of  Mackenzie,  Mann  and 
Co.  Ltd.  enabled  Mackenzie  and  Mann,  as  individuals,  to  become  di¬ 
rectors  and  officers  of  the  Canadian  Northern  Railway.  Financial 
stringency  after  1912,  and  wartime  problems,  proved  to  be  insuperable, 
and  in  1918  Mackenzie  and  Mann  lost  practically  everything  when  the 
Canadian  government  nationalized  their  properties,  today  part  of  the 
vast  Canadian  National  system. 

Professor  T.  D.  Regehr  does  well  in  sorting  out  the  many  complicated 
charter  and  financial  details  involved  in  the  amalgamation  of  lines  with 
the  Canadian  Northern.  In  addition  he  has  put  together  capsule  his¬ 
tories  of  all  the  companies  involved.  He  shows  well  the  great  en¬ 
thusiasm  for  railways  in  Canada  and  the  suspicion  that  many  Canadians 
felt  for  Mackenzie  and  Mann  during  the  early  years  of  the  twentieth 
century.  He  believes,  however,  that  the  two  promoters  were  honest 
and  did  not  make  personal  fortunes;  that  the  making  of  money  was  a 
secondary  consideration  with  them  and  that  their  prime  motives  were 
national  interest  and,  particularly,  the  opening  up  of  the  northern  prairies 
by  railway  lines  charging  reasonable  rates. 

Since  the  Canadian  National  Railways  transferred  the  records  of  its 
predecessor  companies  to  the  Public  Archives  of  Canada,  the  author  was 
able,  for  the  first  time,  to  use  the  Canadian  Northern  Railway’s  own 
records.  He  consulted  also  relevant  political  papers,  government  pub¬ 
lications,  and  newspapers.  He  could  not  gain  access,  under  any  terms, 
to  the  records  of  Mackenzie,  Mann  and  Co.  Ltd.  that  were  taken  over 
by  the  Canadian  Bank  of  Commerce,  as  creditors,  soon  after  Mackenzie’s 
death  in  1923.  Consequently,  the  book  does  not  include  a  detailed 
account  of  that  company,  most  important  in  the  history  of  the  Canadian 
Northern.  Unnecessary  repetition  mars  this  work.  Here  the  publisher 
must  accept  responsibility,  since  a  good  manuscript  editor,  working 
closely  with  the  author,  could  readily  have  cleaned  up  the  text.  The 
index  is  excellent.  Anyone  interested  in  the  history  of  Canadian  railways 
or  railway  financing  in  America  should  be  interested  in  this  book. 

e  o  o 
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THE  PEOPLE  OF  HAMILTON,  CANADA  WEST:  FAMILY  AND 
CLASS  IN  A  MID-NINETEENTH-CENTURY  CITY.  By  Michael  B. 
Katz.  Cambridge,  Mass.,  Harvard  University  Press,  1976.  Pp.  xiii  +  381. 
$17.50. 

Reviewed  by  James  H.  Madison 
Assistant  Professor  of  History 
Indiana  University 

This  book  belongs  to  the  genre  of  historical  community  studies  that  in 
the  past  decade  has  embraced  Boston,  Omaha,  Philadelphia,  and  many 
other  nineteenth-century  cities.  These  studies  attempt  to  treat  the  full 
range  of  the  urban  population  —  the  bottom  as  well  as  top  of  the  social 
structure.  All  share  an  interest  in  sociology  and  social  theory,  and  all  use 
quantitative  methods.  Because  of  the  large  number  of  community  studies 
that  have  preceded  Michael  Katz’  and  the  general  familiarity  of  his 
methods  and  purposes,  one  opens  this  book  fearing  more  of  the  same  and 
little  of  interest  to  any  but  the  most  dedicated  specialist. 

Many  of  Katz’  general  themes  and  conclusions  are  indeed  familiar. 
There  is  enough  variation,  generalization,  and  genuine  scholarship  here, 
however,  to  sustain  and  reward  all  but  the  most  impatient  reader.  Katz 
focuses  on  the  themes  of  transience  and  inequality  —  the  familiar  work¬ 
horses  of  community  study  scholarship  —  but  he  elaborates  and  expands 
understanding  of  these  facets  of  urban  life,  especially  in  discussing  the 
apparent  paradox  of  rapid  spatial  movement  of  a  transient  population  in 
or  through  a  rigid  social  structure.  His  analysis  of  inetiuality  and  social 
mobility  is  thorough  and  straightforward.  It  is  ba.sed  on  the  traditional 
sources  (census  records,  a.sse.ssment  roles,  and  city  directories)  but  in¬ 
cludes  all  individuals  listed  rather  than  samples  and  pays  particular  atten¬ 
tion  to  problems  of  historical  linkage. 

The  chief  weakness  of  Katz’  book  is  the  limited  period  covered,  gen¬ 
erally  18.51  to  1861.  Most  community  studies  encompass  at  least  three 
decades,  and  some  venture  over  broader  periods.  Because  he  concentrates 
on  only  a  single  decade,  Katz  is  limited  in  his  ability  to  .show  change  within 
Hamilton.  This  shortcoming  is  especially  significant  in  that  he  proposes  to 
deal  with  “the  effects  of  the  transformation  usually  called  industrializa¬ 
tion”  (7),  a  worthwhile  goal  seriously  compromised  by  study  of  a  single 
decade.  It  is  important  to  note,  however,  that  this  is  the  first  book  to  come 
from  the  Canadian  Social  History  Project,  a  large-scale,  scholarly  endeavor 
focusing  on  Hamilton,  Ontario.  The  book,  Katz  cautions,  does  not  repre¬ 
sent  full  utilization  of  the  data  that  have  been  gathered  nor  is  it  a  final 
report  on  the  project’s  work. 

Although  The  People  of  Hamilton  deals  with  only  a  decade,  the  scope 
is  less  restricted  in  other  ways  than  many  earlier  community  studies.  Katz 
makes  frequent  and  sustained  efforts  to  compare  Hamilton  to  other  cities 
in  the  United  States  and  in  Europe,  finding  broad  similarities  and  .some 
significant  though  not  fully  understood  viiriations,  such  as  the  differences 
betvv'een  Hamilton  and  most  United  States  cities  in  upward  and  downward 
mobility  rates.  His  command  of  the  secondary  literature  and  his  ability  to 
compare  and  contrast  the  themes  of  his  work  with  those  of  other  scholars 
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is  impressive  —  so  impressive  that  this  hook  provides  an  exeellent  intro¬ 
duction  to  the  literature  in  the  field. 

Katz  also  ventures  into  subjects  not  yet  studied  with  a  thoroughness 
compar  ible  to  his  discussions  of  social  and  geographical  mobility.  His  last 
chapte  is  a  long  analysis  of  youth  and  eoming-of-age  in  the  mid-nine¬ 
teenth  century,  emphasizing  the  .shrinkage  of  the  period  of  “semi-auton¬ 
omy,”  the  stage  between  leaving  school  and  parents’  household  and  mar¬ 
riage,  a  period  when  many  young  men  lived  as  boarders  and  many  women 
as  servants.  Katz  attempts  to  relate  this  change  in  the  lifecycle,  with  its 
prolongation  of  dependency,  to  broader  changes  in  the  family  and  in 
society  and  the  economy.  The  effort  is  tentative  but  most  suggestive  of 
need  for  further  study. 

Business  and  economic  historians  will  profit  from  Katz’  chapter  on  the 
men  of  business  and  trade  who  constituted  the  top  of  Hamilton’s  social, 
economic,  and  political  structure  (although  the  author’s  label  of  “entre¬ 
preneurial  class”  for  these  businessmen  has  little  relationship  to  the  mean¬ 
ing  of  “entrepreneurial”  as  used  by  business  historians).  That  Katz  affirms 
the  e.xistence  and  power  of  a  business  elite  is  not  surprising  nor  is  his  .sug¬ 
gestion  of  the  dependence  of  this  elite  on  kinship  ties  or  its  heavy  involve¬ 
ment  in  real  estate  speculation.  What  is  more  interesting  and  significant 
is  the  skill  with  which  Katz  .shows  the  darker  side  of  life  for  nineteenth- 
century  businessmen.  Critical  to  this  effort,  it  should  be  noted,  is  Katz’ 
use  of  the  manuscript  credit  reports  of  R.  C.  Dun  and  Company  for  statis¬ 
tical  and  ease  history  presentation.  These  records  show  that  Hamilton’s 
business  elite  were  not  secure  in  their  positions  of  power  and  wealth  but 
rather  experienced  a  high  ineidenee  of  business  failure  and  downward 
social  mobility:  roughly  40  per  cent  of  one  outwardly  stable  group  of 
businessmen  failed  at  one  time  or  another.  Katz  concludes  that  “turmoil, 
striving,  anxiety,  and  disaster  .  .  .  frcfiuently  characterized  the  experience 
of  the  individual  member  of  the  entrepreneurial  elas.s”  ( 188).  He  thus  pro¬ 
vides  a  useful  and  valid  corrective  to  the  more  typical  view  of  a  stable 
business  elite. 

The  book  has  no  bibliography,  but  three  appendixes,  dealing  with 
occupational  classification,  record  linkage,  and  the  .social  geography  of 
Hamilton,  this  last  by  Ian  Davey  and  Michael  Doueet. 

O  O 

THE  BANK  OF  ENGLAND  1891-1944.  By  R.  S.  Sayers.  New  York. 
Cambridge  University  Press.  1976.  3  vols.  Pp.  xxxviii  +  1083.  $95.00. 

Reviewed  by  Elmus  R.  Wicker 
Professor  of  Economics 
Indiana  University 

Bank  of  England  officials,  unlike  their  Federal  Reserve  counterparts, 
have  displayed  the  good  judgment  to  have  invited  two  monetary  his¬ 
torians  of  the  first  rank  to  record  the  history  of  that  formidable  in.stitu- 
tion.  Sir  John  Clapham’s  two  volume  study  was  published  in  1944  and 
took  the  story  of  the  Bank  into  the  early  twentieth  eentiiry.  R.  S.  Sayers 
continues  the  narrative  through  World  War  H,  the  end  of  the  long  reign 
of  Montagu  Norman  as  Governor.  Sayers,  like  Clapham,  was  given  un- 
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restricted  access  to  the  Bank’s  records.  I  am  not  convinced,  however, 
that  much  more  has  been  added  to  our  understanding  of  the  Bank’s 
behavior.  But  we  do  have  additional  authority  and  support  for  what 
we  thought  we  knew! 

Historians  of  central  banking  may  approach  their  task  by  asking  three 
equally  important  questions:  What  did  the  decision  makers  do?  Why 
did  they  do  it?  And  what  impact  did  their  behavior  have  on  economic 
activity?  Both  Sayers  and  Clapham  have  confined  their  narrative,  though 
not  entirely,  to  answering  the  first  two  of  these  questions.  What  is  lack¬ 
ing  are  satisfactory  answers  to  the  third.  Sayers  might  have  done  very 
much  more  in  assessing  the  impact  of  the  Bank’s  behavior  on  the 
domestic  economy.  For  example,  did  the  Bank’s  behavior  in  1920-21 
contribute  to  the  deflation  of  prices?  Did  the  inauguration  of  a  “cheap 
money”  policy  in  1932  contribute  to  Britain’s  economic  recovery?  VV^erc 
Bank  of  England  policies  on  balance  stabilizing  or  dc.stabilizing?  It  is 
possible  to  have  read  Sayer’s  three  volumes  without  any  distinct  im¬ 
pression  emerging  about  how  the  author  ev'aluates  the  behavior  he  has 
described.  1  suspect  that  economists  will  perhaps  feel  the  omission  more 
strongly  than  the  historians. 

The  history  of  the  Bank  of  England  in  the  interwar  years  is  by  and 
large  a  history  of  Britain’s  external  monetary  relationships  —  prepara¬ 
tions  for  the  return  to  gold  in  1925,  the  return  to  gold  and  an  overvalued 
pound,  the  spread  of  the  gold  exchange  standard,  the  abandonment  of 
gold  in  1931,  the  Exchange  Equalization  Fund  and  the  management  of 
the  pound.  Concern  for  international  monetary  considerations  clearly 
dominated  policy  discussions  within  the  Bank. 

Much  of  Sayers’  narrative  reads  like  a  biography  of  Montagu  Norman, 
the  Bank’s  distinguished  but  slightly  eccentric  Governor  from  1921  to 
1944.  Norman  and  Benjamin  Strong,  Governor  of  the  Federal  Beserv'e 
Bank  of  New  York,  were  crusaders,  Norman  perhaps  a  bit  more  so  than 
Strong.  They  were  both  guided  by  a  vision  of  an  international  monetary 
order  shaped  in  the  image  of  the  pre-1914  gold  standard.  They  were 
both  determined  to  reconstruct  that  order  after  its  collapse  at  the  end 
of  World  War  1.  Their  efforts  in  this  direction  can  better  be  described 
as  monetary  diplomacy  rather  than  monetary  policy.  Both  of  these  men 
accepted  responsibility  and  provided  the  requisite  leadership  at  a  time 
when  governments  were  loath  to  venture  into  this  uncharted  domain. 
They  had  a  naive  faith  in  the  efficacy  of  central  banks  and  central  bank¬ 
ing  cooperation  as  the  proper  therapy  for  restoring  working  international 
monetary  relationships.  It  is  indeed  an  open  (juestion  whether  Norman’s 
missionarv  zeal  and  crusading  spirit  in  the  end  did  more  harm  than  good. 

It  is  not  surprising,  therefore,  to  discover  the  Bank’s  apparent  lack  of 
interest  in  purely  domestic  monetary  questions.  With  the  single  exception 
of  the  famous  conversion  of  War  Loan  stock  in  1932,  there  is  no  evidence 
of  any  imaginative  insight  or  understanding  of  what  Keynes  in  the 
Treatise  on  Money  referred  to  as  the  modus  operandi  of  bank  rate.  Even 
the  Bank’s  thinking  about  the  pre-1914  gold  standard  was  pre-Humcan. 
Bank  officials  stressed  the  effects  of  bank  rate  on  protecting  the  gold 
reserve.  Nothing  was  said,  according  to  Sayers,  about  correcting  the 
balance  of  payments,  the  price  level,  or  supplies  of  either  money  or  credit. 
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In  his  opinion  the  Bank  manipulated  bank  rate  neither  for  the  purpose 
of  discouraging  economic  activity  nor  for  the  purpose  of  changing  the 
supply  of  money.  Its  inventiveness  was  confined  to  devising  alternative 
techniques  for  encouraging  and  discouraging  gold  flows.  Norman,  unlike 
Strong,  was  simply  not  as  interested  in  problems  of  economic  stabiliza¬ 
tion  as  he  was  in  questions  of  international  monetary  diplomacy.  No 
body  of  thought  “crystallized”  in  the  Bank  at  any  time  before  World  War 
II  to  provide  a  basis  for  guiding  domestic  monetary  policy. 

To  the  credit  of  the  Bank,  nevertheless,  was  its  advocacy  of  the  War 
Loan  conversion  operation  in  1932  for  the  purpose  of  getting  long-term 
rates  down.  These  rates  were  adjusted  downward  not  by  massive  open 
market  operations  but  by  application  of  subtle,  diligent,  and  persuasive 
psychologieal  pressures  that  successfully  altered  the  market’s  view  about 
the  desirable  level  of  the  long-term  rate.  Five  per  cent  War  Loan  stock 
was  converted  to  a  per  cent  basis,  thus  launching  Britain’s  “cheap 
money”  policy.  Needless  to  say,  such  a  policy  stood  little  chance  of 
success  as  long  as  Britain  remained  tied  to  fixed  exehanges  rates  and  full 
convertibility  of  the  pound  sterling.  Only  after  the  departure  from  gold 
in  1931  could  she  undertake  sueh  economic  recovery  measures. 

W’hat  strikes  the  historian  of  Federal  Reserve  behavior  is  the  sharp 
contrast  between  the  styles  of  decision  making  in  the  Fed  and  the  Bank 
of  England.  Within  the  Bank  the  really  eritical  decisions  were  taken  by 
relatively  few  men  —  the  governor  and  perhaps  his  deputy.  For  example, 
decisions  to  engage  in  open  market  operations  were  rarely,  if  ever,  com¬ 
municated  to  the  Committee  of  the  Treasury,  the  select  group  of  advisers 
to  the  Governor  within  the  Court  of  the  Bank;  whereas  similar  decisions 
were  matters  of  endless  dispute  and  publieity  among  a  large  number  of 
Federal  Reserve  officials. 

Sayers’  history  spans  the  period  when  central  banking  came  into  its 
own  as  an  art,  when  professionalism  replaced  amateurism  within  the 
leadership  hierarchy  of  the  Bank.  Although  Norman  continued  to  domi¬ 
nate  the  Bank’s  behavior,  his  judgment  was  in  later  years  conditioned  by 
the  expert  knowledge  of  his  advisers  upon  whom  he  increasingly  relied, 
especially  in  the  realm  of  domestic  policy. 

The  third  volume  provides  a  useful  supplement  to  the  text  in  the  form 
of  documents  originating  in  the  Bank,  the  Treasury,  and  other  Govern¬ 
ment  Departments,  roughly  a  third  of  which  contains  evidence  of  Bank 
officials  before  the  Macmillan  Committee  in  1930-1931. 

Central  banking  history  is,  of  course,  a  specialist’s  subject.  But  its 
wider  interest,  like  all  economic  history,  is  to  civilize  the  economist  and 
to  enlighten  the  historian. 

O  •  O 


BOOK  REVIEWS  263 


THE  EMERGENCE  OF  THE  IRISH  BANKING  SYSTEM,  1820- 
1845.  By  G.  L.  Barrow.  Toronto,  Macmillan  of  Canada,  1975.  Pp.  xvi  + 
244.  $34.00. 

Reviewed  by  Bruce  R.  Dalgaard 
Assistant  Professor  of  Economics 
Lehigh  University 

G.  L.  Barrow’s  hook  on  mid-ninetccnth-ccntury  hanking  development 
in  Ireland  is  an  extensive,  well  organized  work  and  represents  a  worth¬ 
while  seholarly  endeav^or.  The  hook  makes  its  eontrihution  in  details 
rather  than  in  analysis,  in  specifies  rather  than  evaluation. 

The  hook  is  divided  into  seven  chapters  that  review  hanking  in  Ireland 
from  the  crisis  of  the  private  hanks  in  1820  through  the  consolidation 
of  the  system  under  the  Irish  Banking  Act  of  184.5.  This  was  a  note¬ 
worthy  period  in  Irish  history  extending  from  the  era  of  the  post-war 
depression  to  the  Great  Famine.  In  sharp  contrast  to  the  rapid  indus- 
tralization  under  way  in  Britain,  Ireland  was  plagued  hy  depression  and 
continuing  unemployment.  Barrow  makes  reference  to  this  in  his  intro¬ 
duction  hut  does  little  to  integrate  hanking  developments  into  the  major 
stream  of  Irish  economic  history.  The  author  comments  that  this  was  a 
period  “marked  hy  what  can  he  seen  in  retrospect  as  a  si*ries  of  missed 
opportunities  for  the  reflation  that  might  have  averted  catastrophe”  (xvi). 
While  this  statement  is  undoubtedly  tnie,  there  is  virtually  no  discussion 
on  this  point  in  the  remainder  of  the  hook.  Instead,  Banow  concentrates 
on  providing  his  readers  with  details. 

The  author  begins  hy  surveying  the  hanking  scene  in  the  182()s  with 
some  reference  to  developments  before  this  time.  The  collapse  of  private 
hanks  in  the  south  of  Ireland  is  also  ineluded  in  the  early  discussion. 
Barrow  then  pre.sents  a  complete  picture  of  the  Irish  monetary  .system. 
He  reviews  currency,  coin  eireulation,  and  note  issues  on  a  geographic 
basis  and  clearly  explains  deposits,  hills  of  exchange,  and  stock  transfers 
in  Ireland.  There  is  a  limited  explanation  of  Anglo-Irish  e.xehanges,  al¬ 
though  Barrow  does  little  more  with  this  important  point. 

The  reader  now  .seems  prepared  for  more  substantive,  analytical  issues. 
Barrow  implies  that  the  third  chapter  Will  he  more  than  an  overview 
of  hanking,  with  statements  in  his  opening  paragraphs  pointing  to  private 
hanks  as  the  cause  of  the  financial  catastrophe  in  Ireland,  and  follows 
this  with  the  comment  that  the  English  government  was  “determined 
first  to  experiment  in  Ireland”  (61)  before  undertaking  reform  in  Britain. 
Still,  this  is  as  close  as  the  author  comes  to  evaluative  statements.  The 
remainder  of  the  chapter  is  simply  an  ovcrv'iew  of  the  origins  of  joint 
stock  hanking  in  Ireland.  The  beginning  of  the  following  chapter  re¬ 
kindles  hope  for  a  discussion  that  is  more  than  purely  descriptive.  After 
indicating  that  competition  prompted  branch  hanking  in  Ireland,  the 
author  abandons  this  particular  point  and  simply  describes  the  expansion 
of  Irish  hanking.  Readers  do  find  .some  attention  being  devoted  to  the 
currency  and  gold  payments  issue  hut  not  nearly  enough.  Barrow  also 
provides  us  with  a  detailed  look  at  the  Bank  of  Ireland’s  statistical  posi¬ 
tion. 

By  this  point  in  the  hook,  one  is  not  really  expecting  an  analytical  dis- 
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cussion  and  thus  is  not  disappointed  when  Barrow  uses  the  next  chapter 
to  provide  a  litany  of  newly  developing  private  hanks.  We  understand 
more  about  these  hanks’  locations  than  why  they  developed.  The  author 
makes  one  attempt  to  delve  deeper  into  the  rofe  of  banks  when  he  dis¬ 
cusses  how  the  Agricultural  Bank  attempted  to  meet  the  needs  of  the 
Irish  farming  community  in  the  183()s.  We  get  a  clear  picture  of  the 
Agricultural  Bank’s  serv’ices,  but  wait  for  Barrow  to  make  the  next  logical 
step  and  explain  what  myriad  of  factors  mitigated  against  reflation  during 
this  period.  He  never  does. 

The  final  two  chapters  gi\’e  some  perspective  on  the  growth  of  Irish 
banking.  While  meticulously  reviewing  suspensions  and  failures  in  the 
mid-to-late-183()s,  Barrow  brings  out  the  total  expansion  of  the  banking 
system.  We  see  that,  in  terms  of  numbers,  banking  grew  from  35  offices 
in  late  1833  to  175  in  October  of  1836.  We  are  left  to  wonder  by  how 
much  money  supply  circulation  changed  during  these  years  and  to  specu¬ 
late  about  banks’  contributions  to  economic  development.  The  author 
alludes  to  this  when  di-scussing  circulation,  reserv'es,  and  exchanges  in 
the  last  chapter  as  he  leads  to  a  discussion  of  the  consolidation  of  the 
Irish  banking  system  under  the  Banking  Act  of  1845. 

The  short  conclusion  gives  us  a  glimpse  of  the  complexity  of  Irish  eco¬ 
nomic  problems  during  the  mid-nineteenth  century  and  how  banking 
related  to  economic  conditions.  We  read  that  note  circulation  had  not 
risen  proportionately  to  the  expansion  of  banks  and  that  banking  im¬ 
provements  could  not  cure  the  basic  weaknesses  of  the  economy.  Barrow 
briefly  explains  that  credit  availability  only  allowed  rural  Irishmen  to 
pay  their  rent  and  landlords  to  invest  this  money  overseas.  The  result  of 
the  dise(}uilibrium  of  savings  over  investment  was  a  current  surplus  in 
the  international  account,  but  internal  deflation.  “The  fact  that  capital 
was  exported  rather  than  imported  must  be  attributed  to  the  owners  of 
the  money  rather  than  to  the  banks’’  (196).  Why  opportunity  did  not 
beckon  in  nineteenth-century  Ireland  was  the  tragedy  of  the  period 
that  “cannot  be  fully  answered  within  the  limits  of  a  hi.story  of  banking’’ 
(197).  Granted,  this  que.stion  cannot  be  fully  answered  in  a  hi.story  of 
banking,  but  a  writer  should  at  lea.st  address  this  vital  economic  issue. 

The  emergence  of  the  Irish  banking  .sy.stem  is  clearly  delineated  in 
G.  L.  Barrow’s  book.  No  one  can  fault  the  author  for  his  diligence  in 
research.  His  sources  are  primarily  goveniment  docunu*nts  anti  some  of 
the  mtxst  accepted  .secondary  .sources  in  banking  history.  The  book  is 
well  written  and  interesting.  There  are  over  thirty  pages  of  appendices 
including  legislative  summaries.  Bank  of  Ireland  statements  of  accounts, 
population  and  bank  organization  charts,  and  .some  deposit  and  note 
circulation  data.  The.se  are  seldom  incorporated  into  the  textual  discu.s- 
sion.  The  book  illuminates  an  interesting  aspect  of  financial  history  and 
should  be  a  welcome  addition  for  the  .student  of  the  United  Kingdom’s 
banking  development. 

Nevertheless,  Barrow  can  be  faulted  for  presenting  Irish  banking  hi.story 
as  such  an  i.solated  a.spect  of  Iri.sh  economic  hi.storv.  The  author  demon¬ 
strates  a  grasp  of  the  complexity  of  bank  accounts  and  titillates  the  reader 
with  almost  off-handed  comments  about  the  importance  and  impact  of 
banks  in  Ireland.  In  every  case,  however,  he  stops  short  of  any  sub- 
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stantive  analytical  work.  This  may  have  been  his  intention,  although  he 
does  not  state  it  as  such.  This  bank  history  is  valuable  but  not  in  and 
of  itself.  When  L.  S.  Pressnell  reported  on  his  study  of  English  country 
banking,  readers  benefited  not  only  from  his  understanding  of  the  details 
of  banking  organization  but  also  his  insights  into  the  relationships  be¬ 
tween  banking  and  the  economy.  Barrow  has  accomplished  only  half  the 
task.  Perhaps  what  he  has  done  and  what  he  has  failed  to  do  will  serve 
to  encourage  a  more  analytical  research  effort  by  himself  or  others. 

o  o  o 

BANQUES  ET  BANQUIERS  EN  AUTRICHE  AU  DEBUT  DU  20< 
SIECLE.  By  Bernard  Michel.  Paris,  Presses  de  la  Fondation  Nationale 
des  Sciences  Politiques,  1976.  Pp.  405.  Cloth,  198F ;  Paper,  164F. 

BANKING  AND  INDUSTRIALIZATION  IN  AUSTRIA-HUN- 
GARY:  THE  ROLE  OF  BANKS  IN  THE  INDUSTRIALIZATION 
OF  THE  CZECH  CROWNLANDS,  1873-1914.  By  Richard  L.  Rudolph. 
New  York,  Cambridge  University  Press,  1976.  Pp.  xii  -f  291.  $28.00. 

Reviewed  by  Rondo  Cameron 
Kenan  University  Professor 
Emory  University 

The  economic  history  of  the  Habsburg  Monarchy  (or,  after  the  Aus- 
glcidi  of  1867,  the  Austro-Hungarian  Empire),  for  long  unduly  neglected 
by  Western  scholars,  has  in  recent  years  begun  to  claim  its  fair  share  of 
scholarly  attention.  The  volumes  under  review,  both  of  which  originated 
as  doctoral  dissertations  in  the  late  196()s,  are  outstanding  examples  of 
the  maturation  of  this  branch  of  study. 

The  similarities  of  the  two  books  are  .striking.  Both  are  concerned 
primarily  with  the  Austrian  portions  of  the  Dual  Monarchy.  ( Richard  L. 
Rudolph’s,  in  fact,  concentrates  mainly,  as  the  subtitle  indicates,  on  the 
Czech  Crownlands  of  Bohemia,  Moravia,  and  Silesia.)  Both  are  based 
on  extensive  archival  research  in  Vienna  and  Prague  (and,  for  Bernard 
Michel’s,  in  Trieste  as  well).  And  both  display  meticulous  scholarship, 
lucid  prose,  and  careful,  well  balanced  judgments. 

The  differences,  while  interesting,  are  less  important.  Rudolph  covers 
the  entire  period  from  the  depression  of  1873  to  the  outbreak  of  World 
War  1  (and,  in  the  chapter  on  the  Viennese  Great  Banks,  goes  back  to 
the  beginning  of  the  nineteenth  century.)  Michel  concentrates  on  the 
period  1898-1914,  with  only  occasional  backward  glances.  Rudolph, 
focusing  on  the  role  of  the  banks  in  developing  the  empire’s  principal 
industrial  area,  makes  more  explicit  use  of  economic  theory;  in  that 
connection  he  has  derived  an  original  index  of  Austrian  industrial  pro¬ 
duction,  1880-1913,  presented  in  the  book  as  an  appendix,  which  has 
alreadv  been  put  to  good  use  by  other  scholars  —  for  example,  in  Brian 
Mitchell’s  European  Historical  Statistics,  1750-1970  (1975).  Michel,  on 
the  other  hand,  is  concerned  with  the  entire  gamut  of  the  banks’  and 
bankers’  activities,  including  the  latter’s  social  status  (middling,  for  most) 
and  political  role  (negligible). 

The  authors  are  in  agreement  in  their  principal  conclusions.  This  fact 
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is  reassuring  —  all  the  more  so  in  that  they  were  apparently  unaware 
of  one  another’s  research,  in  spite  of  the  fact  that  they  worked  in  the 
same  archives  at  approximately  the  same  time,  and  that  both  published 
articles  prior  to  the  appearance  of  their  hooks,  none  of  which  are  cited 
by  the  other  author.  Among  their  conclusions,  two  are  especially  note¬ 
worthy. 

One  relates  to  the  role  of  ethnic  factors  and  the  ideology  of  nationalism. 
The  German-speaking  population  of  the  empire,  in  the  Czech  lands  as 
well  as  elsewhere,  had  enormous  advantages  —  political,  social,  and 
economic  —  and  dominated  the  hanking  scene  to  the  end  of  the  period, 
hut  the  growth  and  effectiveness  of  Czech-owned  financial  institutions, 
although  belated,  was  far  more  impressive,  not  only  within  the  Czech 
lands  hut  throughout  the  empire  and  even  abroad.  While  agreeing  on 
this  phenomenon,  neither  author  satisfactorily  explains  it  —  nor,  for  that 
matter,  do  they  explain  the  disproportionate  role  of  Jewish  financiers  and 
executives  in  the  Viennese  hanks.  This  is  a  prime  subject  for  further 
research. 

The  other  major  conclusion  concerns  the  role  of  the  banks  in  industrial 
finance  —  and  this  has  implications  that  transcend  the  specific  case  of 
Austria-Hungary.  The  authors  agree  that  from  the  Grumlcrzcit  of  1867- 
1873,  ending  in  the  financial  panic  of  the  latter  year,  until  near  the  end 
of  the  century  the  hanks  did  not  play  a  leading  role  in  industrial  promo¬ 
tion  or  finance;  even  in  the  early  years  of  the  present  century,  when  they 
became  somewhat  more  actix’e,  they  preferred,  in  Hudolph’s  words, 
“plump,  juicy  firms  with  favorable  prospects,  firms  with  the  difficulties 
and  risks  of  their  early  years  already  completed”  ( 104).  This  conclusion, 
indubitable  as  an  empirical  generalization,  appears  to  contradict  the  well- 
known  “Genschenkron  hypothesis”  relating  the  agencies  of  industrial 
development  to  the  “relative  degree  of  backwardness”  of  the  economv  in 
rjuestion.  In  Germany,  an  area  of  “moderate  backwardness”  according 
to  Gerschenkron,  the  banks  played  the  leading  role  in  industrialization; 
in  Russia,  an  area  of  “extreme  backwardness,”  the  powers  of  the  state 
were  necessary  to  instigate  industrialization.  Was  the  Habsburg  Mon¬ 
archy  only  moderately  or  extremely  backward?  In  fact  neither  the  banks 
nor  the  state  were  especially  favorable  to  industrialization;  the  state  was 
actively  hostile  (or  at  lea.st  uncooperative  as  a  result  of  lack  of  under¬ 
standing  and  .sympathy  on  the  part  of  its  aristocratic  rulers  and  hureau- 
cratic  officials),  and  the  banks  preferred  cartelized  stability  to  ri.sky 
growth. 

But  why?  Both  Michel  and  Rudolph  imply  that  traumatic  memories 
of  the  crisis  of  1873  deterred  bankers  from  adopting  more  aggressive 
promotional  policies,  but  the  explanation  is  not  convincing.  Bankers  of 
imperial  Germany  had  equally  or  more  traumatic  memories,  hut  that 
did  not  prevent  them  from  .suceessfully  promoting  profitable,  fast-growing 
indu.stries.  Both  authors  allude  to  other  possible  explanatory  factors,  but 
without  molding  them  into  a  coherent  explanation.  For  one,  the  govern¬ 
ment  of  the  Dual  Monarchy  was  in  chronic  deficit  for  most  of  the  period, 
and  underwriting  “safe”  state  loans  was  a  more  profitable  employment 
of  bankers’  resources  than  “risky”  industrial  investments.  Secondly,  until 
near  the  end  of  the  century  mortgage  loans  on  aristocratic  estates  offered 
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nearly  the  same  security  and  high  yields  as  state  loans.  Finally,  and  most 
important,  the  objective  conditions  of  the  Austrian  economy  —  including 
natural  resources,  skilled  labor  (human  capital),  and  especially  obtuse 
government  policies  —  made  Austrian  industries  less  profitable  and  com¬ 
petitive  than  neighboring  ones,  especially  those  of  Germany.  Austrian 
bankers,  balancing  “risk  minimization”  with  “profit  maximation,”  as 
Rudolph  points  out  in  his  conclusion  (200),  were  thus  behaving  “ra¬ 
tionally.” 

The  books  share,  though  unevenly,  one  serious  defect  —  not  the  fault 
of  the  authors,  but  of  the  exigencies  of  scholarly  publication  in  this  infla¬ 
tionary  era.  Rudolph’s  “footnotes”  are  relegated  to  the  end  of  the  book. 
Michel’s,  which  in  the  original  typescript  occupy  one-third  of  the  total 
pages,  have  been  omitted  altogether;  the  curious  or  intcre.sted  researcher 
will  have  to  consult  the  original  these  deposited  in  the  Sorbonne. 

In  summary,  these  are  excellent  studies,  worthy  complements  to  the 
only  other  comparable  book  in  the  field,  Eduard  Miirz’s  Osterreicheusche 
ImIustrie-umI  Bankpolitik  in  iler  Zeit  Franz  Joseph  I:  Am  Beispiel  der 
k.  k.  priv.  Osterreichischen  Credit- Ansialt  fiir  Handel  and  Gewerbe 
(Vienna,  1968). 

0  o  e 

LA  BANQUE  NATIONALE  DE  BELGIQUE  ET  L’HISTOIRE 
MONfiTAIRE  ENTRE  LES  DEUX  GUERRES  MONDIALES.  By 
H.  Van  Der  Wee  and  K.  Tavernier.  Brussels,  Banque  Nationale  de 
Belgique,  1975.  Pp.  542.  No  price  given. 

Reviewed  by  Thomas  F.  Sheppard 
Associate  Professor  of  History 
College  of  William  and  Mary 

H.  Van  Der  Wee  and  K.  Tavernier,  members  of  the  faculty  of  the  Uni¬ 
versity  of  Louvain,  publi.shed  this  book  to  commemorate  the  125th  an¬ 
niversary  of  the  founding  of  the  National  Bank  of  Bclguim,  not  only  to 
celebrate  the  occasion,  but  “to  bring  to  light  the  great  contribution  of 
this  institution  to  the  prosperity  of  the  nation”  (7).  In  addition  to  the 
generally  available  printed  .sources  on  the  .subject,  the  authors  had  access 
to  the  extensive  archives  of  the  bank;  they  also  worked  in  the  Archives 
Generates  du  Royaume  (Brussels)  and  the  archives  of  the  ministries  of 
finance  and  foreign  affairs.  An  extensive  li.sting  of  printed  .sources,  many 
of  which  are  in  English,  is  included.  Also  valuable  are  the  seventv-one 
pages  of  detailed  notes. 

The  book  is  divided  into  four  relatively  e(jual  parts.  It  begins  bv  ex¬ 
amining  the  period  of  inflation  during  and  after  World  War  I  and  the 
institution  of  the  Dawes  Plan  in  1924.  The  second  section  is  a  detailed 
study  of  the  National  Bank,  the  return  to  the  gold  standard,  and  the 
stabilization  of  October  1926.  Probably  of  greatest  interest  to  business 
historians  is  the  third  part,  which  discusses  the  attempts  of  the  National 
Bank  to  formnlate  a  coherent  monetary  policy  to  deal  with  the  Great 
Depression.  \’an  Der  Wee  and  Taveniier  also  analvze  the  devaluation 
of  1935  and  the  increased  use  of  planning  techni(jues  in  monetarv'  and 
financial  policy  after  1935.  The  fourth  section  is  an  overx’icw  of  the 
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National  Bank  from  1918  to  1940  and  traces  the  growing  intervention 
of  the  state,  partieularly  after  1937. 

By  1914  the  bank  had  become  the  “predominant  financial  and  monetary 
institution”  (416)  in  Belgium.  In  common  with  those  of  other  European 
nations,  the  Belgian  economy  was  profoundly  altered  hv  the  war.  One 
significant  change  was  that  the  hank  initially  increased  its  investments 
outside  of  Belgium,  although  it  reversed  this  policy  by  the  mid-1920s. 
Governments  began  increasingly  to  move  to  exerci.se  control  and  plan¬ 
ning  of  the  economy  as  a  result  of  the  Depression;  conserjuently,  the  .state 
enlarged  its  sphere  of  authority  over  both  the  National  Bank  and  private 
hanks.  The  prcKess  of  “integrating  the  National  Bank  into  the  building 
of  Belgium’s  mixed  economy”  (417)  was  well  underway  by  1937,  al¬ 
though  it  was  not  fully  realized  until  the  late  194()s.  The  underlying 
theme  of  the  book  is  the  “institutional  evolution”  of  the  National  Bank 
as  it  plaved  a  dynamic  and  decisive  role  in  Belgium’s  eeonomv,  albeit 
more  and  more  under  the  watchful  eye  of  the  state. 

Although  technical  in  places  and  geared  to  speeiali.sts,  the  conclusions 
of  this  book  are  valuable  to  those  interested  in  the  evolution  of  the  na¬ 
tional  bank  in  the  twentieth  eenturx%  in  Belgian  history  between  thi*  wars, 
and,  more  generally,  in  how  one  state  —  and  bank  —  coped  with  the 
momiinentai  economic,  .social,  and  political  problems  be(jueathed  by 
World  War  I,  the  Depression,  and  the  threat  posed  bv  Nazi  domination 
of  the  continent. 


0  O  0 

A  HISTORY  OF  GOLD  AND  MONEY  1450-1920.  By  Pierre  Vilar. 
Atlantic  Highlands,  N.J.,  Humanities  Press,  1976.  Pp.  360.  $18.50. 

Reviewed  by  J.  Keith  Horsefield 
Carisbrooke,  Isle  of  Wight 
International  Monetary  Fund  (Retired) 

This  book,  written  by  a  Professor  of  Economic  History  at  the  Sorbonne, 
and  based  on  a  course  of  lectures  at  that  University,  was  originally  pub¬ 
lished  in  Spanish.  It  is,  as  frankly  stated  in  the  preface,  the  work  of  a 
historian  rather  than  an  economist.  The  author  has  two  main  interests:  the 
technology  of  the  production  of  gold  and  silver,  and  the  elleet  of  the  di.s- 
eoveries  of  the  precious  metals  on  prices.  Almost  half  the  book  is  devoted 
to  the  period  from  1450  to  around  HiOO  and  another  third  to  the  two 
centuries  that  followed. 

Having  accounted  for  the  activities  of  (]olmnbiis  as  European  hunger 
for  the  precious  metals,  the  author  goes  into  great  detail  in  de.seribiug 
the  subsecjueut  exploitation  of  the  New  W'orld,  first  for  gold  and  then  for 
silver.  He  discusses  the  location  of  the  mines,  working  conditions  in  them, 
and  such  points  as  the  importance  of  the  availability  of  mercury  to  the 
supply  of  silver,  finally  providing  a  series  of  estimates  of  the  output  both 
of  gold  and  of  silver.  (In  Appendix  H  these  are  converted  into  averages 
for  groups  of  years  from  1493  to  1850,  followed  by  annual  figures  for  gold 
and  (|uin({uennial  figures  for  silver,  down  to  191().) 

We  turn  then  to  the  effects  of  the  new  flow  of  monetary  metals  through 
Spain  into  the  rest  of  Europe.  Again  Professor  N’ilar’s  historical  approach 
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offers  valuable  insights,  as  in  his  citation  of  Carancle’s  estimates  of  the 
external  debts  of  the  Spanish  Crown  from  1520  to  1556,  which  appear  to 
have  exceeded  by  2,000,000  ducats  the  value  of  the  precious  metals  be¬ 
longing  to  the  Crown  that  reached  Spain  in  these  same  years.  The  stimulus 
thus  given  to  the  distribution  of  the  new  silver  throughout  Europe  is 
obvious.  Its  impact  is  traced  successively  in  France,  Italy,  and  the  Low 
Countries.  After  a  brief  discussion  of  the  Hank  of  Amsterdam  and  the 
Hank  of  England,  the  book  takes  up  the  subject  of  the  widespread  mone¬ 
tary  disturbances  of  the  period  1650  1726.  Following  the  latter  year,  in  the 
author’s  view,  “a  certain  equilibrium  [had]  been  achieved  between  the 
production  and  circulation  of  commodities,  the  domestic  currency  of  vari¬ 
ous  countries,  and  the  production  and  import  of  enough  precious  metals 
to  cover  international  exchange”  (254),  which  lasted,  with  the  exception 
of  the  French  Revolution  and  the  Napoleonic  Wars,  for  almost  two 
centuries. 

In  his  conclusion,  Profes.sor  Vilar  considers  the  view  that  fluctuations  in 
the  production  of  gold  and  silver  have  stemmed  wholly  from  chance  dis¬ 
coveries  of  new  sources,  and  contrasts  this  with  the  argument  that  they 
have  reflected  only  variations  in  the  prices  of  the  precious  metals.  He  sug¬ 
gests  that  neither  opinion  is  tenable  alone,  but  that  the  truth  lies  in  a 
combination  of  them:  we  have  to  look,  he  says,  “for  reciprocal,  historical 
causation  which  combines  change  with  necessary  mechanisms  of  change” 
(342). 

In  view  of  the  origin  of  the  book,  it  is  of  course  natural  that  most  of  the 
authorities  cited  by  Professor  Vilar  should  be  in  French,  although  he  makes 
extensive  use  of  Earl  Hamilton’s  classic  American  Treasure  and  the  Price 
Revolution  in  Spain.  Readers  of  this  English  version  will  find  no  discus- 
tion  of  works  to  w'hich  they  w’ill  naturally  turn,  such  as  Jacob’s  An  Jlis- 
torical  Inquiry  into  the  Production  and  Consumption  of  the  PrecUms 
Metals  (1831),  V'olume  II  of  which  covers  much  the  same  ground  as 
the  author. 

The  translation,  by  Judith  White,  reads  well,  but  the  reader  may  find 
some  difficulty  in  the  recurrent  French  concept  of  conjuncture,  which  ap¬ 
pears  sometimes  to  denote  a  trade  cycle,  but  sometimes  nothing  more 
specific  than  the  economic  environment.  He  may  also  trip  over  a  few 
minor  points  where  Profe.ssor  Vilar,  or  his  translator,  appears  to  have  mis¬ 
understood  English  conditions.  For  example,  among  the  .several  proposals 
for  land  banks  in  1695  there  was  none  by  “John  Argyll”  (221),  the  de¬ 
scription  of  the  ending  of  the  South  Sea  crisis  in  1721  (231)  needs  con¬ 
siderable  revision,  and  the  monopoly  of  the  Hank  of  England  in  the  eight¬ 
eenth  century  was  more  limited  than  is  stated  on  page  281.  For  Engli.sh 
readers,  also,  there  is  difficulty  in  the  author’s  identification  of  bank  notes 
with  credit  rather  than  with  money,  and  his  attribution  of  bank-induced 
inflation  to  an  increased  velocity  of  circulation  rather  than  an  increased 
money  .supply  (284). 

There  are  eight  maps,  but  no  list  of  them  is  provided,  and  the  prospec¬ 
tive  reader  is  advised  to  start  by  hunting  them  out  and  noting  their  where¬ 
abouts,  as  they  frequently  do  not  appear  until  after  the  discussion  to 
which  they  are  relevant. 

O  «  « 
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THE  END  OF  FRENCH  PREDOMINANCE  IN  EUROPE:  THE 
FINANCIAL  CRISIS  OF  1924  AND  THE  ADOPTION  OF  THE 
DAWES  PLAN.  By  Stephen  A.  Schuker.  Chapel  Hill,  The  University 
of  North  Carolina  Press.  1976.  Pp.  xv  +  444.  $18.95. 

Reviewed  by  Shepard  B.  Clough 
Professor  Emeritus 
Columbia  University 

Selecting  a  title  for  a  hook  is  a  more  difficult  and  a  more  delicate 
matter  than  meets  the  eye.  One  is  tom  between  an  urge  to  attract  the 
attention  of  the  potential  reader  (usually  the  publisher’s  position)  and 
the  desire  to  be  explicit  (usually  the  author’s  wish).  In  the  case  before 
us,  a  compromise  was  attained  by  using  two  titles,  the  second  one  being 
precisely  what  the  book  is  all  about  and  the  main  one  being  the  eye- 
catcher.  The  prime  title  certainly  aroused  my  curiosity,  but  at  the  same 
time  made  me  critical  of  what  I  had  in  hand,  for  I  would  have  chosen 
an  earlier  date  for  the  end  of  French  predominance,  maybe  1870,  or  even 
1815,  or  the  industrial  revolution,  whatever  date  one  wants  to  assign  to 
that.  Fortunately,  the  secondary  title  tended  to  assuage  my  feelings. 

As  I  progressed  with  my  reading,  my  initial  cjuarrelsomeness  vanished, 
for  the  main  title  has  little  to  do  with  the  contents  of  the  book,  or  at 
most  marks  but  one  step  in  the  weakening  power-position  of  France  in 
the  world.  The  author  is,  in  fact,  concerned  here  with  the  problem  of 
French  inflation  and  of  reparations,  essentially  in  1923  and  1924.  As  the 
blurb  on  the  jacket  states,  he  prc.scnts  “the  interweaving  of  diplomatic, 
personal,  and  financial  materials”  in  an  extremely  detailed,  thorough, 
competent,  and  well-researched  way. 

The  author’s  method  is  reminiscent  of  the  manner  in  which  diplomatic 
historians  were  wont  to  approach  a  subject  in  international  relations. 
He  has  attempted  to  explain  the  cerebrations  of  the  dramatis  personae  — 
what  they  w'anted  to  accomplish,  what  they  thought  and  said  to  each 
other,  and  what  they  reported  to  their  governments.  To  accomplish  this 
ta.sk,  Mr.  Schuker  has  inve.stigated  and  digested  a  carload,  yes,  even  a 
trainload  of  documents,  and  presented  them  very  cogently. 

This  book  has  made  a  very  favorable  impression  on  one  who  has 
taught  and  written  extensively  on  the  problems  discussed  here,  who 
was  on  the  scene  in  Europe  when  French  inflation  was  rampant  and 
reparations  were  the  problem  of  the  day,  and  who  dealt  with  similar 
matters  in  World  War  II.  I  am  not  certain  that  I  would  claim  that  it 
cast  much  light  on  the  fundamental  problems  with  which  it  deals,  but 
it  has  clarified  and  made  sense  of  many  positions  taken  and  of  many 
manoeuvres  made  that  have  puzzled  me  over  the  years.  If  I  have  any 
criticism  of  this  work,  it  would  be  that  the  author  would  have  made  the 
reader’s  understanding  easier  if  the  large  issues  involved  had  been  made 
more  explicit  —  issues  such  as  ability  to  pay  reparations,  willingness  to 
receive  them,  (juestions  of  the  transfer  of  funds,  and  the  up.shot  of  the 
whole  business,  i.e.,  that  after  1924  reparation  payments  were  possible 
because  of  American  loans  to  Germany  and  that  what  was  paid  to  the 
United  States  on  war  debts  was  largely  from  reparations.  He  might 
even  have  pointed  out  that  after  World  War  II  the  proce.ss  by  which 
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the  United  States  tried  to  reestablish  a  functioning  world  economy  was 
quite  different  from  that  after  World  War  I  —  that  aid  was  given  this 
time  directly  to  the  participants  in  the  conflict,  including  the  defeated 
ex-encmics,  without  recourse  to  the  gyrations  employed  after  Versailles. 

e  o  e 

ACCOUNTING  IN  SCOTLAND:  A  HISTORICAL  BIBLIOG¬ 
RAPHY.  By  Janet  E.  Pryce-Jones,  Compiler  and  R.  H.  Parker,  An¬ 
notator.  Edinburgh,  The  Institute  of  Chartered  Accountants  of  Scot¬ 
land,  2nd  edition,  1976.  Pp.  x  +  112.  $10.00. 

Reviewed  by  Thomas  H.  Williams 
Zollinger  Professor  of  Business  Administration 
College  of  William  and  Mary 

Originally  published  in  1974,  this  .second  edition  of  a  well  constructed 
and  interesting  bibliographic  history  of  accounting  and  related  subjects 
in  Scotland  has  been  expanded  to  include  additional  entries  (about  10 
per  cent)  and  a  number  of  new  library  references.  The  prior  edition, 
which  incidentally  was  the  first  publication  of  the  Scottish  Committee  on 
Accounting  History,  was  favoral)ly  reviewed  by  several  individuals,  and 

I  believe  that  the  same  high  level  of  (juality  continues  in  the  new 
edition.  The  inclusion  in  this  edition  of  a  limited  numher  of  location 
references  to  libraries  in  the  United  States  is  responsive  to  a  re.servation 
expres.sed  by  one  reviewer  of  the  first  edition  concerning  its  usefulness 
to  scholars  of  accounting  and  business  histoiy  in  the  United  States. 
Unfortunately,  the  new  references  are  not  extensiv#*  enough  to  mitigate 
significantly  this  .shortcoming.  Perhaps  we  can  hope  that  in  the  future 
.someone  will  seize  upon  this  rich  source  of  reference  material  and  flesh 
out  the  locational  entries  with  a  comprehensive  search  of  major  libraries 
in  the  United  States. 

The  bibliography  is  composed  of  three  major  sections;  Part  I  —  Books 
puhli.shed  in  Scotland,  1683-1920;  Part  11  —  Tran.scriptions  of  Accounts; 
Rut  111  —  Ilistorv  of  Scottish  Accounting.  In  addition,  it  includes  a 
short  essav  hv  H.  H.  Parker  on  Robert  Colinson’s  Idea  Rationaria  (the 
first  Scottish  hook  on  accounting,  published  in  1683),  and  indexes  to 
authors  and  titles. 

Part  1  includes  a  chronological  listing  (ordered  hv  the  date  of  publica¬ 
tion  of  the  first  edition  cited)  of  212  hooks  puhli.shed  in  Scotland  from 
1683  to  1920,  an  increase  of  20  over  the  prior  edition.  One  interesting 
addition  is  a  hook  by  Daniel  Defoe,  the  author  of  “Robinson  Cni.soe,” 
entitled  “The  Complete  English  Tradesman.”  Generally,  the  entries 
include  short  descriptive  annotations,  ahhough  in  some  cases,  more  ex¬ 
pansive  comments  about  the  hook  and/or  the  author  are  provided.  In 
this  edition,  14  of  the  212  entries  contain  locatioiud  references  to  U.S. 
depositories.  The  Columbia  Universitv  lihrarv  is  cited  in  nine  of  these 
entries,  hut  no  other  U.S.  lihrarv  is  cited  in  more  than  three  entries. 
Indeed,  most  of  the  other  U.S.  libraries  are  noted  in  connection  with 
listiiigs  of  two  books  by  John  .\lair,  published  in  1736  and  1773.  Parts 

II  and  111  contain  86  and  64  entries,  respectively.  The.se  reflect  increases 
of  3  entries  in  the  ca.se  of  Part  11,  and  16  entries  for  Part  111. 


272  BUSINESS  HISTORY  REVIEW 


The  bibliography  is  well  organized,  and  after  some  study  of  the 
abbreviations  and  cross-referencing  system,  easy  to  use.  The  annota¬ 
tions  are,  as  noted  above,  descriptive,  and  often  interesting  to  read.  And, 
the  book,  published  in  soft  cover,  is  attractively  designed,  with  a  number 
of  illustrations  and  pictures  or  portraits  of  authors  interspersed  through¬ 
out. 

In  view  of  the  strong  influence  that  accounting  thought  and  practice  in 
Scotland  had  on  the  early  development  of  accounting  and  the  account¬ 
ing  profession  in  the  United  States,  this  bo{)k  is  an  important  addition  to 
a  presently  sparse  bibliographic  literature  on  accounting  history.  I  com¬ 
mend  it  to  the  attention  of  the  accounting  and  business  historian. 

O  •  O 

DIE  VORGESCHICHTE  DER  DEUTSCHEN  EISENVERBANDE: 
EIN  BEITRAG  ZUR  GESCHICHTE  DES  WIRTSCHAFTSPOLI- 
TISCHEN  VERBANDSWESENS  IM  19.  JAHRHUNDERT.  By  Wil¬ 
helm  Salewski.  Schriftenreihe  der  Wirtschaftsvereinigung  Eisen-  und 
Stablindustrie  zur  Wirtschafts-  und  Industriepolitik,  vol.  13.  Diisseldorf, 
Verlag  Stahleisen,  1974.  Pp.  98.  15  DM. 

PERSONALIEN  UND  DOKUMENTE  ZUR  VORGESCHICHTE 
DER  DEUTSCHEN  EISENVERBANDE.  By  Wilhelm  Salewski.  Vol. 
14.  Pp.  124.  15  DM. 

DIE  STAHLWIRTSCHAFTLICHEN  ORGANISATIONEN  IM  JU- 
BILAUMSJAHR  1974.  By  Herbert  W.  Kohler:  STAHL  UND  POLI- 
TIK.  By  Hans  Dichgans.  Vol.  15.  Pp.  81.  15  DM. 

MANNER  DER  FRUHEREN  DEUTSCHEN  STAHLWIRT- 
SCHAFTLICHEN  VERBANDE.  By  Fritz  Pudor.  Vol.  16.  Pp.  104. 
15  DM. 

EISEN-  UND  STAHLUNTERNEHMEN  AUS  ALTER  ZEIT.  By 
Fritz  Pudor.  Vol.  17.  Pp.  123. 15  DM. 

Reviewed  by  Ulrich  Nocken 
Acting  Instructor  in  History 
University  of  California,  Berkeley 

In  celebration  of  the  lOOth  anniversary  of  the  founding  of  the  Associa¬ 
tion  of  German  Iron  and  Steel  Industrialists,  the  Business  Association  of 
the  Iron  and  Steel  Industry,  its  descendant  since  1945,  has  published  five 
slim  volumes  on  various  historical  and  contemporary  aspects  of  the  firms, 
entrepreneurs,  and  trade  associations  of  this  industry.  While  varying  in 
(piality,  these  studies  do  not  make  any  major  contribution  to  business  his¬ 
tory,  nor  are  they  likely  to  fully  satisfy  any  other  audience  with  the  pos¬ 
sible  exception  of  the  firms  considered  in  the  books. 

All  four  authors  are,  or  have  been,  employed  in  high  administrative 
positions  within  the  steel  industry  trade  association.  Salewski  and  Pudor 
began  their  association  activities  before  World  War  II  in  the  press  relations 
office  and  have  turned  to  a  seemingly  traditional  activity  of  retired  German 
trade  association  leaders,  the  writing  of  the  history  of  their  industry 
and  association. 
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Wilhelm  Salewski  has  made  the  most  useful  contribution  with  his  study 
of  the  early  organizational  attempts,  culminating  in  the  1874  founding  of 
the  Association  of  German  Iron  and  Steel  Industrialists,  one  of  the  first 
truly  modern  industrial  trade  associations,  which  played  an  important  role 
in  German  political  as  well  as  economic  history.  Based  on  research  in 
several  firm  and  state  archives  and  a  number  of  unpublished  industrialists’ 
memoirs,  this  well-written  narrative  deals  with  one  of  the  least-known 
periods  of  the  industry’s  history.  The  author  shows  that  beginning  in  the 
late  183()s  there  was  a  clear  and  rather  rapid  movement  from  ad-hoc 
cooperation  among  industrialists  on  collective  petitions  to  attempts  at 
forming  more  permanent  and  tightly-organized  associations.  The  goal  of 
these  efforts,  high  protective  tariffs,  remained  the  primary  focus  of  all  later 
association  activities.  The  relatively  liberal,  free-trade  policy  of  the  Prus¬ 
sian-dominated  ZoUvercin  provided  a  constant  irritant  toward  a  higher 
degree  of  organization,  which,  it  was  hoped,  would  exert  influenee  to 
reverse  this  poliey.  The  various  eonflicts  within  the  industry  that  presented 
the  main  obstaeles  to  the  formation  of  a  unified  association  are  analyzed 
competently. 

On  these  and  some  other  (luestions,  sueh  as  the  early  development  from 
a  single-  to  a  multi-goal  orientation,  and  the  growth  and  reeruitment  of 
professional  business  managers,  Salewski  has  contributed  valuable  infor¬ 
mation.  While  useful  for  its  informational  eontent,  the  volume  neglects 
the  larger  historical  problems  and  (juestions.  Moreover,  no  attempt  has 
been  made  to  discuss  the  growth  of  the  organization  in  relation  to  the  other 
developing  interest  groups,  or  to  assess  its  signifieanee  to  the  further  devel¬ 
opment  of  the  steel  industry  trade  assoeiation  after  1874.  Most  importantly, 
the  role  of  the  associations  within  the  context  of  German  social  and  political 
history  has  remained  undefined. 

The  results  might  have  been  different  had  Salewski  eonsulted  any  of  the 
important  works  on  nineteenh-century  German  soeial  history  written  dur¬ 
ing  the  last  decade  (H.  Biihme,  W.  Fischer,  II.  Kaelble,  I.  Lambi,  F. 
Ziinkel).  These  works  have  greatly  expanded  our  knowledge  of  the  role 
of  industrialists  and  trade  associations  in  German  history,  but  Salewski 
utilized  only  one  study  published  since  the  mid-195()s.  Nevertheless,  both 
volumes  —  the  second  contains  short  biographies  of  .some  of  the  early 
association  leaders  and  a  eolleetion  of  important  primary  documents  — 
will  serve  a  useful  purpose  if  they  can  stimulate  further  historical  research 
on  these  important  beginnings  of  the  modern  industrial  trade  association 
movement.  With  this  in  mind,  it  would  have  been  helpful  if  Salew.ski  had 
provided  a  clearer  discussion  of  his  sources  and  more  references  to  his 
documentation. 

Fritz  Pudor’s  volumes  were  obv'iously  designed  to  complement  Salew.ski’s 
by  covering  the  period  after  the  formation  of  the  modern  assoeiation.  But 
rather  than  providing  a  useful  association  history,  they  present  a  superficial 
chronicle  of  the  various  changes  of  names  and  ownership  of  German  steel 
firms.  While  it  is  conceivable  that  someone  may  find  this  information  useful 
in  identifying  an  obscure  nineteenth-century  .steel  firm,  it  hardly  fills  our 
most  pressing  needs  considering  the  many  unanswered  questions  about 
the  economic  and  .social  history  of  the  steel  industry. 

Pudor’s  booklet  on  the  German  steel  industry  trade  association  leaders 
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contributes  minimally  to  our  knowledge.  The  short,  oen-to-t\vo-page 
biographies  do  not  delve  below  the  most  superficial  and  hagiographical 
details  usually  found  in  the  obituaries  of  trade  journals.  Furthermore,  by 
restricting  himself  to  those  persons  who  have  held  official  leadership  posts, 
Pudor  ignores  other  important  personalities  such  as  Louis  Haare,  who  did 
not  hold  an  official  position  but  was  the  most  influential  figure  in  the  for¬ 
mation  and  early  years  of  the  Association. 

Of  more  interest  are  essays  by  Herbert  Kiihler,  the  pre.sent  business 
manager  of  the  A.ssociation,  and  l)y  his  immediate  predecessor,  Hans 
Dichgans,  who  later  rose  to  become  business  manager  of  the  “peak  as.so- 
ciation”  of  Oerman  industry.  Dichgans  must  be  commended  for  tackling 
a  sensitive  topic  that  has  generated  intense  interest  among  historians, 
political  scientists,  and  the  general  public  —  steel  and  politics  in  its  his¬ 
torical  and  contemporary  setting.  Dichgans’  argument  is  in  line  with  the 
tendency  of  busine.ss  in  the  recent  past  to  deny  publicly  its  political  in¬ 
fluence  and  is  directed  against  those,  especially  German  Marxists,  who 
consistently  emphasize  German  heavy  industry’s  great  political  power.  In 
support  of  his  argument,  Dichgans  maintains  that  the  influence  of  trade 
a.ssociations  is  based  solely  on  the  persuasive  power  of  the  honest  and 
reliable  information  that  it  supplies  to  the  government.  Although  the  con¬ 
trol  over  expert  information  is  an  important  factor,  one  does  not  have  to 
stibscribe  to  Marxist  dogma  to  realize  that  the  author  is  being  overly  modest 
in  his  evaluation  of  the  political  power  of  business.  After  all,  Dichgans  him¬ 
self  continued  a  long  tradition,  a  tradition  —  beginning  with  the  first  busi¬ 
ness  manager  of  the  Association  —  of  representing  the  interests  of  his 
industry  as  parliamentary  deputy  on  the  right  side  of  the  ai.sle. 

Dichgans  also  attempts  to  clear  the  steel  industrialists  of  a  number  of 
charges  concerning  their  role  in  anncxationism  during  World  War  I,  the 
rise  of  Hitler,  and  the  arms  race.  The.se  important  problems,  which  have 
fueled  historical  and  political  controversies  in  Germany  in  recent  years, 
are  treated  in  five  pages  that  are,  not  surprisingly,  as  superficial  as  they  are 
simplistic,  hardly  more  than  transparent  apologia. 

Dichgan.s’  successor  as  business  manager  of  the  as.sociation  and,  not  co¬ 
incidentally,  as  GDU  deputy  in  the  Bundcstap,,  Herbert  Kiihler,  has  con¬ 
tributed  an  informative  but  brief  article  on  the  various  functions  and 
organization  of  the  present  trade  association.  This  volume  could  have 
provided  a  valuable  final  link  to  the  study  of  the  development  of  the  trade 
association  over  the  last  century  if  Pudor  had  filled  the  gap  between 
Salewski’s  early  study  and  Kiihler ’s  competent  analysis. 

If  the  booklets  do  not  make  a  significant  contribution  to  the  important 
historical  is.sues,  one  of  the  reasons  must  be  sought  in  the  authors’  lack  of 
historical  training.  However,  some  of  the  volumes  do  provide  interesting 
information  for  further  investigation.  In  light  of  the  intended  purpose  of 
publishing  this  .series  “to  make  more  transparent  the  Association’s  activity 
to  an  interested  public  and  at  the  same  time  to  make  po.ssible  a  critical 
appraisal  by  the  historian,”  (Vol.  13,  p.  1)  it  can  only  be  hoped  that  the 
Association  will  alter  its  restrictive  policies  regarding  access  to  its  archive. 

«  •  • 
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Americans  in  the  China  Market: 

Economic  Opportunities  and 
Economic  Nationalism,  1890s-1931* 

C  Historians  of  various  "schools”  have  seen  quite  different  things  in  the 
United  States’  long  years  of  business  activity  in  China.  The  "realists” 
as  Professor  Hunt  calls  them,  deny  that  significant  business  opportunities 
existed  for  Americans  and  point  to  obstacles  that  the  Chinese  put  in  the 
way  of  trade;  the  "Wisconsin  school”  he  says,  emphasizes  the  public 
rhetoric  of  officials  and  businessmen  who  saw  China  as  an  outlet  for 
capitalist  surpluses.  Citing  three  case  histories  —  kerosene,  cigarettes, 
and  textiles  —  Professor  Hunt  shows  that  generalization  is  dangerous; 
that  success  depended  more  on  businessmens  own  skill,  resources,  and 
control  of  their  domestic  industry  than  on  help  derived  from  an  im¬ 
perialist  ically  minded  government. 

The  China  market  has  recently  engrossed  historians  much  as 
it  formerly  entranced  Americans  with  an  eye  for  profitable  foreign 
trade.  Businessmen  once  imagined  China  a  commercial  El  Dorado. 
The  growing  material  needs  of  millions  upon  millions  of  customers 
would  make  for  an  inexhaustible  market  for  all  the  products  of 
American  industry,  from  pins  to  locomotives.  What  the  China  trade 
may  have  ultimately  lacked  in  profit  for  those  who  tried  their  hand, 
it  made  up  for  in  the  enthusiasms  it  inspired.  Historians,  attracted 
by  all  the  hubbub,  have  pondered  the  reasons  for  the  attraction  of 
China,  the  reality  of  the  market,  and  the  impact  of  the  American 
trade. 

In  the  process  of  interpreting  the  market,  the  historians  have  split 
into  roughly  three  camps.  In  the  United  States  the  older  view  is 
what  might  be  called,  for  the  sake  of  convenience,  the  realist  posi¬ 
tion.  Tyler  Dennett,  A.  Whitney  Griswold,  and  George  F.  Kennan 

Business  History  Bedew,  Vol,  LI,  No.  3  (Autumn,  1977).  Copyright  ©  The  President 
and  Fellows  of  Harvard  College. 

•  An  earlier  version  of  this  paper  was  read  at  the  1975  meeting  of  the  Society  for 
Historians  of  American  Foreign  Relations  in  Washington,  D.C.  I  am  indebted  to  Sherman 
Cochran,  Jonathan  Spence,  David  A.  Wilson,  James  Cole,  and  Paula  Hunt  for  their  com¬ 
ments  and  to  Thomas  Paterson  for  his  suggestion  of  the  general  topic  in  the  first  place. 


blocked  it  out;  Paul  A.  Varg  and  Marilyn  B.  Young  have  updated  it.* 
Collectively  they  have  held  that  the  China  market  was  not  im¬ 
mediately  important  to  American  interests  but  that  it  did  inspire  an 
open  door  rhetoric,  ultimately  implanted  in  the  minds  of  American 
policymakers  as  an  unfortunate  idee  fixe.  Their  studies  suggest 
that  American  enterprise  in  China  was  in  the  main  somnolent. 

And  indeed  the  statistics  they  have  at  their  command  seem  to 
bear  them  out.  Those  figures  show  none  of  the  spectacular  growth  ' 

that  publicists  and  spokesmen  of  American  business  envisaged  at 
the  turn  of  the  century.  Down  to  the  early  1930s,  Americans  did 
make  some  economic  gains.  But  those  gains  developed  from  a  base  t 

so  slight  as  to  render  the  advance  nearly  insignificant.  China  trade, 
as  a  share  of  total  American  exports,  developed  from  miniscule  to 
minor:  0.3  per  cent  in  1890,  a  little  less  than  1  per  cent  in  1910,  and 
a  little  over  2  per  cent  in  1930." 

Investments,  including  direct  business  investments  and  holdings 
of  Chinese  government  obligations,  showed  the  same  pattern  of 
steady  but  unspectacular  gains.  In  1900  Americans  held  2.5  per 
cent  (  $20,000,000)  of  foreign  investments  in  China.  By  1914  Amer¬ 
ican  holdings  had  increased  to  3.1  per  cent  ($49,000,000).  There¬ 
after,  the  United  States,  as  a  net  creditor  on  international  accounts, 
had  an  unprecedented  opportunity  to  catch  up  with  the  Japanese 
and  the  war-battered  Europeans.  Nonetheless,  by  1930  it  still  held 
only  6.1  per  cent  ($197,000,000)  of  foreign  investments  in  China, 
and  British  and  Japanese  holdings  ($1,189,000,000  and  $1,137,000,- 
000,  respectively)  dwarfed  those  of  the  United  States,  just  as  they 
had  in  previous  decades.  American  holdings  in  China  in  1930  con¬ 
stituted  about  1  per  cent  of  the  nation’s  total  overseas  investment, 

'Tyler  Dennett,  Americans  in  Eastern  Asia  (New  York,  1922),  chap,  xxx;  A.  Whitney 
Griswold,  The  Far  Eastern  Policy  of  the  United  States  (New  York,  1938),  137-138,  146, 

467  470;  George  F.  Kennan,  American  Diplomacy,  1900  1950  (Chicago,  1951),  chaps,  ii 
and  iii;  Paul  A.  Varg,  “The  Myth  of  the  China  Market,”  chap,  iii  in  his  The  Making  of  a 
Myth:  The  United  States  and  China,  1897-1912  (East  Lansing,  Mich.,  1968);  Marilyn  B. 

Young,  The  Rhetoric  of  Empire:  American  China  Policy,  1895-1901  (Cambridge,  Mass., 

1968);  Young,  “American  Expansion,  1870-1900:  The  Far  East,”  in  Barton  Bernstein, 
cd..  Towards  a  New  Past  (Xew  York,  1968),  176-201;  Young,  “The  Qu***!  Empire,” 
in  Ernest  K.  May  and  James  C.  Thomson,  Jr.,  eds.,  American-East  Asian  Relations:  A 
Survey  (Cambridge,  Mass.,  1972),  131-142;  and  Warren  I.  Cohen,  America’s  Response  to 
China:  An  Interpretative  History  of  Sino-American  Relations  (New  York,  1971),  67-68. 

-For  export  figures,  see  Hsiao  Liang-lin,  China’s  Foreign  Trade  Statistics  (Cambridge, 

Mass.,  1974),  162  163;  Yen  Chung-p’ing  cf  al.,  comps.,  Chung-kuo  chin-tai  ching-chi  shih 
t’ung-chi  tzu-liao  hsiian-chi  [Selected  statistical  materials  on  modem  Chinese  economic 
history]  (Peking,  1955),  65;  and  U.S.  Bureau  of  the  Census,  Historical  Statistics  of  the 
United  States,  Colonial  Times  to  1957  (Washington,  1960),  537,  551. 

A  look  at  the  share  of  the  China  trade  controlled  by  Americans  reveals  a  more  dra¬ 
matic  advance  —  a  quadrupling  between  1891  and  1931.  The  American  share  of  China’s 
imports  increased  from  4.5  per  cent  (1891-1893  average)  to  19.2  per  cent  (1929-1931 
average).  The  values  were  $4,500,000  in  1890,  $16,400,000  in  1910,  and  $107,000,000 
in  1930,  near  the  peak  year  for  China’s  overall  foreign  trade. 


278  BUSINESS  HISTORY  REVIEW 


unchanged  from  the  figure  for  June  1914.^  The  realists  stress  that 
the  overall  performance  was  not  what  one  might  have  expected  of 
the  world’s  premier  financial  and  industrial  power. 

The  realists  have  pondered  the  reasons  for  the  failure  of  the 
China  market  to  live  up  to  the  high  expectations  it  aroused.  One 
detailed  study  dealing  with  the  pre-1914  era  has  blamed  conditions 
in  China  —  poverty,  the  dead  weight  of  tradition,  poor  internal  com¬ 
munications,  and  xenophobia  —  as  well  as  business  apathy  and 
government  inertia  on  the  American  side.^  Another  work,  dealing 
with  the  post-World  War  I  period,  has  incidentally  suggested  that 
Chinese  internal  instability  and  anti-foreign  feeling  together  with 
a  moderately  obstructive  American  economic  foreign  policy  and  the 
indifference  of  Wall  Street  combined  to  check  the  flow  of  .\merican 
capital  to  China.® 

A  second  loose  grouping  of  historians  in  the  United  States,  la¬ 
beled  here,  for  the  sake  of  convenience,  the  Wisconsin  school,  has 
challenged  the  realist  view  by  suggesting  a  different  angle  of  ap¬ 
proach.  William  Appleman  Williams,  Walter  LaFeber,  and  Thomas 
McCormick  have  argued  that  what  is  important  is  not  the  reality 
of  the  Chipa  market,  measured  in  export  and  investment  figures, 
but  the  American  conviction  that  the  market  was  necessary  to  ab¬ 
sorb  domestic  overproduction  and  thus  to  help  maintain  the  long¬ 
term  stability  of  the  capitalist  order  at  home.®  Political  and  cor¬ 
porate  leaders  came  to  cooperate  in  a  program  of  global  economic 
expansion  in  which  China  figured  prominently.  They  sought  to 
lay  claim  to  a  share  of  the  China  market  before  other  powers  closed 
them  out  and  to  protect  their  place  by  heading  off  any  Chinese  im¬ 
pulse  toward  economic  independence.  The  approach  of  the  Wis¬ 
consin  school  has  stimulated  a  considerable  body  of  works,  some 
eclectic  in  interpretation,  focusing  on  economic  foreign  policy  and 
the  links  between  Washington  and  Wall  Street.  The  figures  that 
emerge  most  clearly  from  these  studies  are  the  early  concession 
hunters  such  as  James  H.  Wilson  and  Willard  Straight,  business 
boosters  such  as  John  Foord  of  the  American  Asiatic  Association,  and 


’Investment  statistics:  Charles  F.  Remer,  Foreign  Investments  in  China  (New  York, 
1933),  285-286,  332-333,  338,  405,  548;  U.S.  Bureau  of  the  Census,  Historical  Statistics 
565. 

*  Varg,  “The  Myth  of  the  China  Market.” 

’Joan  Hoff  Wilson,  American  Business  and  Foreign  Policy,  1920-1933  (Lexington, 
Kentuc)^,  1971),  202-218. 

•William  Appleman  Williams,  The  Tragedy  of  American  Diplomacy  (New  York,  1959); 
Walter  LaFeber,  The  New  Empire:  An  Interpretation  of  American  Expansion,  1860-1898 
(Ithaca,  N.Y.,  1963);  Thomas  J.  McCormick,  China  Market:  America’s  Quest  for  Informal 
Empire,  1893-1901  (Chicago,  1967);  McCormick,  “American  Expansion  in  China,”  Ameri¬ 
can  Historical  Review,  85  (June,  isi70),  1393-1396. 
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business  statesmen  such  as  Philander  C.  Knox  and  Herbert  HooverJ 

Historians  working  in  the  People’s  Republic  of  China  have  ap¬ 
proached  the  issue  of  the  market  from  yet  a  third  angle.  They  have 
started  from  an  assumption  that  is  still  in  dispute  in  American  his¬ 
toriography  —  the  primacy  of  economic  considerations  in  United 
States  China  policy.  They  see  the  United  States  as  but  one  of  a 
group  of  rival  imperialist  powers  responding  in  its  foreign  relations 
to  domestic  economic  imperatives.  They  have  not  concerned  them¬ 
selves,  as  the  Wisconsin  school  has,  with  exploring  in  detail  the  links 
between  the  economy  and  foreign  policy.  They  have  taken  those 
links  as  given.  Nor  have  they  singled  out  for  attention  the  economic 
rhetoric  of  American  expansion.  Their  studies  have  instead  focused 
on  the  economic  impact  of  an  American  policy  no  less  aggressive 
than  that  of  other  imperialists.  That  impact,  they  contend,  was 
uniformly  harmful  to  China.  It  disrupted  existing  agriculture  and 
handicraft  industries,  oppressed  developing  new  enterprises,  and 
exploited  native  natural  resources  and  labor.® 

Historians  still  debate  the  general  issues  raised  by  these  three 
schools.  How  important  were  foreign  markets  to  American  busi¬ 
nessmen,  and  to  what  extent  did  any  threat  of  domestic  overpro¬ 
duction  affect  their  export  strategy?  How  much  reliance  did  they 
place  on  government  support,  and  how  important  was  it  to  what¬ 
ever  successes  they  achieved  overseas?  What  impact  did  American 
commercial  penetration  have  on  the  economics  of  other  countries, 
and  how  did  those  countries  respond?  This  article  offers  some  ten¬ 
tative  answers,  which  others  working  along  similar  lines  in  other 
periods  and  other  areas  of  the  world  must  help  round  out. 

’  See,  for  example,  Harry  N.  Scheiber,  ‘.‘World  War  I  as  Entrepreneurial  Opportunity: 
Willard  Straight  and  the  American  International  Corporation,”  Political  Science  Quarterly, 
84  (September,  1969),  486-511;  George  T.  Mazuzan,  ‘‘‘Our  New  Gold  Goes  Adventuring’: 
The  American  International  Corporation  in  China,”  Pacific  Historical  Review,  43  (May, 
1974),  212-232;  Noel  H.  Pugach,  ‘‘American  Shipping  Promoters  and  the  Shipping  Crisis 
of  19141916:  The  Pacific  and  Eastern  Steamship  Company,”  American  Neptune,  35 
(July,  1975),  166-182;  James  J.  Lorence,  ‘‘Coordinating  Business  Interests  and  the  Open 
Door  Policy:  the  American  Asiatic  Association,  1898-19i04,”  in  Jerry  Israel,  ed..  Building 
The  Organizational  Society  (New  York,  1972),  127-142;  Jerry  Israel,  Progressivism  and 
the  Open  Door;  America  and  China,  1905-1921  (Pittsburgh,  1971);  William  R.  Braisted, 
‘‘China,  the  United  States  Navy,  and  the  Bethlehem  Steel  Company,  1909-1929,”  Business 
History  Review,  42  (Spring,  1968),  50-66;  David  Healy,  US  Expansionism:  The  Im¬ 
perialist  Urge  in  the  1890s  (Madison,  Wisconsin,  1970),  chap,  iv  (on  James  H.  Wilson); 
Thomas  J.  McCormick,  “The  Wilson-McCook  Scheme  of  1896-1897,”  Pacific  Historical 
Review,  36  (February,  1967),  47-58;  and  Helen  Dodson  Kahn,  “Willard  D.  Straight  and 
the  Great  Game  of  Empire,”  in  Frank  J.  Merli  and  Theodore  A.  Wilson,  eds..  Makers  of 
American  Diplomacy  (New  York,  1974),  vol.  2,  pp.  29-54. 

®  Liu  Ta-nien,  Mei-kuo  ch’in-Hua  shih  [A  history  of  American  aggression  against  China! 
(Peking,  1951);  T’ao  Chii-yin,  Mei-kuo  ch’in-Hua  shih-liao  [Historical  materials  on 
American  aggression  against  China]  (Shanghai,  1951);  Sun  Yu-t’ang,  “The  Historical  De¬ 
velopment  and  Aggressive  Nature  of  American  Imperialist  Investment  in  China  ( 1784- 
1914),”  trans.  Michael  H.  Hunt,  Chinese  Studies  in  History,  8  (Spring,  1975),  3-17. 
See  also  the  editorial  comments  in  the  collection  by  Chu  Sbih-ebia  and  in  the  several 
series  on  the  modem  Chinese  economy,  all  cited  below. 
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The  conclusions  here  derive  from  an  examination  of  private 
American  economic  interests  as  they  functioned  in  the  China  mar¬ 
ket  over  four  decades  —  from  the  1890s,  when  the  United  States 
began  to  play  a  more  active  economic  role  in  China,  to  1931,  when 
the  Great  Depression  and  Japanese  encroachments  cast  an  economic 
pall  over  the  area.  The  article  examines  the  trade  in  cotton  textiles, 
tobacco  goods,  and  kerosene  (the  leading  American  exports  to 
China  through  the  years  under  study  here®),  and  considers  why 
cotton  goods  exports  first  flourished,  then  faltered,  and  finally 
wholly  collapsed,  while  by  contrast  Standard  Oil  and  the  British- 
American  Tobacco  Company  (BAT)  were  eminently  successful  in 
penetrating  the  China  market  and  holding  their  place  there.  This 
line  of  inquiry  leads  logically  to  the  Chinese  response  to  the  influx 
of  American  goods,  which  was  a  mixture  of  acceptance  and  re¬ 
sistance,  and  in  particular  to  the  obstacles  set  up  by  Chinese  eco¬ 
nomic  nationalists.  Finally,  this  study  takes  up  what  is  currently 
the  most  controversial  topic  — the  relation  between  American  ex¬ 
porters  and  government  policy-makers.  It  attempts  to  determine 
how  important  government  support  was  to  the  success  of  Standard 
Oil,  whether  the  government  could  have  done  more  to  help  cotton 
textiles,  and  how  the  government  responded  to  Chinese  attacks  on 
the  economic  opportunities  of  Americans. 


Standard  Oil 

The  experience  of  Standard  Oil  and  British-American  Tobacco 
reveals  that  aggressive  and  innovative  marketing  and  a  strong  fi¬ 
nancial  base  were  the  essential  ingredients  for  success  in  the  com¬ 
mercial  China  market.’®  Standard  entered  the  China  market  in  the 

*  Cotton  cloth  and  kerosene  made  up  80  per  cent  of  the  value  of  U.S.  exports  to 
China  in  1895.  By  1909  those  same  two  products  together  with  tobacco  accounted  for 
84  per  cent.  By  1922  those  three  products  had  fallen  to  49  per  cent  due  largely  to  the 
decline  in  cotton  cloth  exports  (off  from  47  per  cent  in  1895  to  2  per  cent  in  1922).  The 
drop  was  only  partially  offset  by  the  increased  export  to  China  of  raw  cotton  and  tobacco 
products  from  the  United  States.  Pan  Shu-lun,  The  Trade  of  the  United  States  with  China 
(New  York,  1924),  5^60,  110-111;  and  Ho  Ping-yin,  The  Foreign  Trade  of  China 
(Shanghai,  1935),  74-75. 

*®  TTie  following  picture  of  Standard  Oil  operations  comes  primarily  from  Ralph  W. 
Hidy  and  Muriel  E.  Hidy,  Pioneering  in  Big  Business,  1882-1911  (New  York,  1955),  122- 
123,  147,  152-153,  237,  261-263,  265  268,  531,  547-548,  552-553,  750  n.  46.  See 
also  Ch’en  Chen  et  al.,  comps.,  Chung-kuo  chin-tai  kung-yeh  shih  tzu-liao,  ti-erh  chi 
[Historical  materials  on  modem  Chinese  industry,  second  series]  (Peking,  1958),  324- 
326,  335;  and  G.  C.  Allen  and  Audrey  G.  DonniAome,  Western  Enterprise  in  Far  Eastern 
Economic  Development:  China  and  Japan  (London,  1954),  100-101.  On  pricing,  see 
Harold  F.  Williamson  et  al..  The  American  Petroleum  Industry  (2  vols;  Evanston,  Ill., 
1959,  196.3),  I,  495,  728.  On  sales,  see  Williamson,  I,  742,  752;  Williamson,  II,  277-278, 
725;  Charles  F.  Rcmer,  The  Foreign  Trade  of  China  (Shanghai,  1926),  56;  Hidy  and 
Hidy,  Pioneering  in  Big  Business,  415,  528;  C.  Yang  and  H.  B.  Hau  et  al..  Statistics  of 
China’s  Foreign  Trade  During  the  Last  Sixty-Five  Years  (Shanghai  [?],  1931),  45-46,  67; 
E.  M.  Gull,  British  Economic  Interests  in  the  Far  East  (London,  1943),  56. 
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late  1870s.  Its  exports  to  China  began  to  expand  in  1878  and  by  the 
early  1880s  had  passed  the  8,000,000  gallon  mark.  By  1889  they  had 
reached  15,000,000  gallons,  about  2  per  cent  of  total  American  kero¬ 
sene  exports.  During  this  period  of  initial  involvement.  Standard 
played  a  relatively  passive  role.  It  sold  kerosene,  its  principal  export 
item,  to  export  houses  in  New  York  City;  Standard’s  interest  stopped 
at  the  water’s  edge.  However,  beginning  in  the  1890s,  Standard  be¬ 
gan  to  involve  itself  more  in  overseas  operations  and  by  degrees  as¬ 
sembled  an  effective  marketing  strategy.  Competition  from  Russian 
oil  was  the  chief  initial  challenge.  Its  steady  encroachment  on 
Standard’s  world  market  was  a  warning  to  pursue  those  markets 
with  more  vigor  or  risk  their  eventual  loss.  Although  the  home 
market  was  still  growing,  even  during  the  depression  of  the  1890s, 
expansion  abroad  still  made  economic  sense.  The  foreign  market 
absorbed  a  kerosene  of  lower  quality  than  could  be  sold  domesti¬ 
cally.  Moreover,  expanding  world  trade  brought  about  economies 
of  scale  while  offering  insurance  against  any  future  fall  in  domestic 
demand.  In  1890  Standard  took  the  first  tentative  step  toward  a 
more  aggressive  strategy  by  handling  its  own  shipments  through  a 
British  afhliate  that  transported  its  kerosene  to  Shanghai  and  other 
major  Far  Eastern  market  cities.  Standard  followed  with  other  in¬ 
novations  intended  to  protect  its  position  in  China  against  competi¬ 
tors.  It  began  to  market  a  cheaper  kerosene  of  lower  grade  to  match 
the  popular  Russian  product,  to  transport  and  store  its  goods  in 
bulk,  to  advertise  widely  the  virtues  of  kerosene,  and  to  introduce 
small,  cheap  lamps  suitable  to  the  market.  Standard  was  proud  that 
even  its  packing  cases  worked  to  its  advantage;  once  emptied,  they 
were  much  in  demand  as  roofing,  as  raw  material  to  be  refashioned 
into  household  and  farm  implements,  or  even  (in  the  manner  of 
Mao  Tse-tung  himself)  as  bookshelves. 

The  most  important  of  these  innovations  was  an  elaborate  mar¬ 
keting  network.  Standard  began  sending  its  own  agents  abroad  and 
by  1894  was  represented  at  Shanghai  and  Hong  Kong.  In  subse¬ 
quent  years  Standard  expanded  its  China  network  of  competent  and 
experienced  men  and  gave  them  considerable  room  for  local  initia¬ 
tive.  In  1899  Standard  established  a  profitable  station  at  Chungking, 
deep  in  the  interior,  and  by  1905  had  thirteen  offices  staflPed  by 
American  agents.^ ^  By  the  late  1920s  the  firm  had  invested 


According  to  Ch’en  Chen,  Standard  agents  submitted  regular  reports  not  only  on  busi¬ 
ness  conditions  but  also  on  political  and  military  affairs  in  their  districts.  Chung-kuo  chin- 
tai  kung-yeh  shih  tzu-liao,  ti-erh  chi,  336.  This  potentially  fascinating  source  for  local 
history  appears  to  have  disappeared  along  with  the  rest  of  the  firm’s  archives. 

For  a  sense  of  the  life  of  the  Standard  agent  through  the  1910s  and  early  1920s,  see 
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$43,000,000  in  its  Chinese  marketing  system,  then  consisting  of 
six  major  regional  offices,  eighteen  sub-agencies,  and,  below  them, 
a  widespread  distributing  network  composed  of  Standard’s  own 
Chinese  agents  and  local  Chinese  merchants.  While  the  agents 
handled  sales  from  company  warehouses  in  the  interior,  the  mer¬ 
chants,  selected  by  Standard  and  guaranteed  by  other  wealthy  mer¬ 
chants,  sold  to  the  ultimate  consumer  on  a  commission  basis.*^ 
Standard  relied  on  these  Chinese  merchants  much  as  the  mission¬ 
aries  did  on  their  Chinese  assistants  in  order  to  build  and  serve  far- 
flung  interests. 

Standard  continued  to  face  keen  competition  beyond  the  turn  of 
the  century.  Although  in  1905  civil  disorder  seriously  disrupted 
Russian  oil  production  and  exports,  it  faced  a  formidable  new  threat 
in  the  Royal  Dutch-Shell  alliance,  which  emerged  between  1903 
and  1907.  The  allies  commanded  not  only  a  marketing  system  in 
China  but  also  a  nearby  oil  source,  in  Sumatra  and  Borneo.  At  times 
thereafter  Standard  engaged  in  intense  competition,  as  seen  for 
example,  in  the  price  wars  of  1910-1911  and  1927-1928.  But  brief 
periods  of  competition  alternated  with  what  appear  to  have  been 
longer  periods  of  at  least  limited  agreement  over  prices  and  market- 
ing.’"*  Over  the  long  haul,  Standard’s  initiatives  in  marketing  to¬ 
gether  with  early  cuts  in  the  cost  of  kerosene  (by  the  mid-189()s  to 
one-half  the  mid-1870s  price)  enabled  it  not  only  to  maintain  but 
to  improve  its  position  against  its  competitors.  Through  the  diffi¬ 
cult  period  of  the  1890s  Standard  had  held  its  ground  in  China  at 
about  34,000,000  gallons,  or  roughly  half  the  market.  Thereafter  it 
increased  its  share  of  the  market  while  increasing  its  volume  of 
sales.  In  1905  it  sold  80,000,000  gallons  (52  per  cent  of  the  market). 
By  1910  Standard’s  exports  to  China  totalled  96,000,000  gallons  (60 
per  cent  of  the  market),  or  roughly  15  per  cent  of  its  sales  outside 
North  America  and  2.5  per  cent  of  Standard’s  annual  domestic  re¬ 
finery  capacity  in  those  years.  Standard  made  further  substantial 
headway  in  its  sales  in  China  before  the  war  disrupted  its  supply 
lines,  and  then  resumed  its  sales  momentum  in  the  1920s.*^  In  1928 

Oil  for  the  Lamps  of  China  (Indianapolis,  1933),  a  novel  by  Alice  Tisdale  Hobart,  v 
married  into  the  firm. 

‘‘’A  copy  of  a  Standard  contract  with  a  Chinese  merchant  is  in  Decimal  File  393.115 
St2/60,  Record  Group  59  (Records  of  the  Department  of  State),  National  Archives,  Wash¬ 
ington,  D.C.  (hereafter  DF  file  number/document  number). 

**  F.  C.  Gerretson,  History  of  the  Royal  Dutch  (4  vols.;  Leiden,  1953-1957),  111,  138, 
189-191,  195-196,  249-250,  269,  289-307,  and  IV,  108-113,  119;  George  S.  Gibb  and 
Evelyn  H.  Knowlton,  The  Resurgent  Years,  1911-1927  (New  York,  1956),  79;  and  Edith 
T.  Penrose,  The  Large  International  Firm  in  Developing  Countries:  The  International 
Petroleum  Industry  (London,  1968),  55  56,  104-105. 

**  After  the  break-up  of  the  Standard  Oil  trust  in  1911,  its  former  export  arm  in  China, 
Standard  Oil  of  New  York,  continued  oiierations  there. 
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Standard  shared  with  Texaco  (which  had  entered  the  China  field  in 
the  1910s )  record  sales  that  may  have  reached  as  high  as  231,000,000 
gallons  (88  per  cent  of  the  market). 

Standard  achieved  ultimate  dominance  of  the  kerosene  trade  in 
the  China  market,  but  along  the  way  it  must  have  suffered  occa¬ 
sional  doubts  about  the  long  term  importance  of  that  market  and 
the  costs  of  winning  it  as  patterns  of  production  and  consumption 
changed.  While  Standard  was  fighting  to  establish  its  stake  in 
China  in  the  late  1890s,  it  made  the  dismal  discovery  that  declining 
U.S.  production  of  petroleum  and  increasing  domestic  consumption 
might  eventually  force  an  abandonment  of  the  export  trade.  Later, 
however,  the  spectre  of  a  supply  crisis  vanished,  especially  as  Euro¬ 
pean  and  American  consumption  of  kerosene  declined  with  the 
growing  use  of  gas  and  electricity  as  illuminants.  At  the  same  time, 
a  rising  demand  for  gasoline  required  increased  refinery  production, 
leaving  Standard  with  a  substantial  kerosene  byproduct.  Standard 
could  then  be  grateful  that  it  had  an  assured  market  in  China  to 
absorb  this  excess.  It  was  a  market  that  Standard  continued  to 
enjoy  until  economic  depression  and  international  tensions  in  East 
Asia  beginning  in  the  late  1920s  caused  kerosene  imports  in  general 
to  decline  sharply. 

British-American  Tobacco  Company 

When  the  BAT  entered  the  China  market,  it  began  almost  at  once 
to  repeat  the  pattern  of  well-financed  and  aggressive  marketing 
that  Standard  had  arrived  at  through  a  decade  and  a  half  of  piece¬ 
meal  efforts.  Sherman  G.  Cochran  has  recently  revealed  BATs 
strategy  in  an  illuminating  and  richly  detailed  account.^®  BAT’s 
operations  in  China  followed  the  conventional  but  sound  idea  of 
James  A.  'fhomas,  who  was  to  become  director  of  BAT  operations 
in  China  from  1905  to  1922:  “Given  China’s  population  of  450,000,- 
000  people,  and  assuming  that  in  the  future  they  might  average  a 
cigarette  a  day.  . . .”  Thanks  to  James  B.  Duke,  head  of  the  Amer¬ 
ican  Tobacco  Company,  Thomas  was  to  have  the  chance  to  put  his 
idea  to  the  test. 

Sherman  G.  Cochran,  “Big  Business  in  China:  Sino- American  Rivalry  in  the  Tobacco 
Industry,  1890-1930”  (Doctoral  dissertation,  Yale  University,  1975),  11-16,  40-50,  56  62, 
75  82,  89  90.  See  also  Wang  Ching-yii,  comp.  Chunf’-kuo  chin-tai  kung-ych  shih  tzu-liao, 
ti-erh  chi,  1895-1914  nicn  [Historical  materials  on  modem  Chinese  industry,  second  series, 
1895-1914]  (2  vols.;  Peking,  1957),  I,  209-215,  220  ff;  Ch’en  Chen,  Chunf’-kuo  chin-tai 
kung-ych  shih  tzu-liao,  ti-crh  chi,  92  97,  129  133,  140-141;  and  Robert  F.  Durden,  The 
Dukes  of  Durham,  1865-1929  (Durham,  N.C.,  1975),  76-80. 

James  A.  Thomas,  A  Pioneer  Tobacco  Merchant  in  the  Orient  (Durham,  N.C.,  1928), 
42.  Thomas’  memoir  conveys  a  sense  of  the  spirit  and  resourcefulness  of  early  BAT  oper¬ 
ations  in  China. 
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The  motives  of  Duke,  who  was  to  give  BAT  its  financial  muscle, 
are  worth  considering.  Direct  evidence  is  lacking,  but  what  indirect 
evidence  there  is  suggests  that  Duke  agreed  with  Thomas  that 
China  was  a  promising  market,  making  up  in  size  what  it  lacked  in 
per  capita  wealth.  He  may  have  hoped  that  the  already  established 
habit  of  smoking,  either  tobacco  or  opium,  might  predispose  the 
Chinese  to  try  cheap  cigarettes.  Duke  decided  to  take  his  manufac¬ 
turing  operations  right  into  China,  where  taxes  and  wages  were 
low  and  major  rivals  nowhere  in  sight.  The  alternative  of  concen¬ 
trating  on  the  home  market  was  not  appealing  because  the  cigarette 
industry  was  already  well  developed  and  the  threat  of  trust-busting 
hung  heavy  over  his  head.  Duke  turned  his  projected  China  ven¬ 
ture  to  good  account  by  forming  an  alliance  in  1902  with  the  British 
firm,  the  Imperial  Tobacco  Company,  his  chief  rival  in  foreign  mar¬ 
kets.  Organized  into  what  was  known  as  BAT,  they  were  to  operate 
together  on  a  global  scale.  Although  registered  in  London  and 
headquartered  there  beyond  the  reach  of  American  trust-busters, 
the  company  retained  an  American  identity.  Duke  held  two-thirds 
of  its  stock  valued  initially  at  $24,000,000,  and  for  its  first  two  dec¬ 
ades  he  directed  its  world-wide  operations. 

With  Thomas,  another  American,  in  charge,  the  company  imme¬ 
diately  moved  into  China,  which  was  to  become  its  largest  foreign 
market.  BAT’s  agents,  well  paid  and  well  trained  foreigners,  oper¬ 
ated  across  the  empire.  Working  through  its  Chinese  employees 
and  merchant  associates,  BAT  employed  innovative  advertising 
techniques,  pushed  its  sales  along  traditional  Chinese  channels  of 
trade,  and  induced  Chinese  peasants  to  produce  quality  tobacco  to 
meet  the  company’s  production  needs.  By  1915  BAT  had  invest¬ 
ments  in  China  totalling  $20,000,000  and  had  become  one  of  its 
two  largest  industrial  employers.  Initial  production  in  1902  of  1.25 
billion  cigarettes  had  climbed  by  1916  to  12  billion.  On  sales  of 
$24,000,000  in  that  latter  year  BAT  cleared  a  profit  somewhat  in 
excess  of  $4,000,000.  For  BAT  as  for  Standard,  the  China  market 
was  no  empty  myth. 

The  Cotton  Goods  Industry 

The  American  cotton  goods  industry  was  less  successful  than  the 
BAT  or  Standard  in  winning  and  holding  a  share  of  the  China  mar¬ 
ket.  But  its  experience  is  nonetheless  instructive  in  the  workings  of 
that  market.*’  The  gist  of  the  story  is  that  economic  advantagej 

•’Yen  Chung-p’ing,  Chung-kuo  micn-fang-chih  shih-kao,  1289-1937  [Draft  history  of 
cotton  textiles  in  China,  1289-1937]  (Peking,  1955),  87-91.  For  sales  and  production 
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enjoyed  by  American  producers  in  the  face  of  British  competitors 
up  to  1905  melted  away  in  the  face  of  Japanese  competitors  there¬ 
after.  Initially,  American  exporters  seized  from  the  British  a  sizable 
share  of  the  China  market,  especially  in  north  China  and  Man¬ 
churia.  While  the  British  industry  with  its  skilled  work  force  and 
accumulated  experience  continued  to  excel  in  finer  grades  of  cloth, 
Americans  took  over  in  the  coarser  goods,  thanks  essentially  to  lower 
wages  (particularly  in  the  southern  United  States)  and  more  ad¬ 
vanced  machinery.  The  British  also  had  to  contend  with  the  higher 
transport  costs  involved  in  importing  American  raw  cotton  as  well 
as  getting  finished  goods  to  China.  Finally,  the  British  were  given 
to  adding  sizing  substances  to  their  textiles  to  increase  their  weight, 
a  practice  which  led  Chinese  buyers  to  favor  the  sounder  American 
products.  American  cotton  textile  exports  grew  dramatically  in  the 
late  1890s,  and  by  1905  they  commanded  35  per  cent  of  the  total 
Chinese  market  for  foreign  cotton  goods.  Buoyed  up  by  the  pros¬ 
pect  of  future  gains  commensurate  with  past  sales,  American  man¬ 
ufacturers  and  exporters  became  among  the  most  vocal  supporters 
of  the  Open  Door  and  the  China  market.  Their  enthusiasm  was 
short-lived.  The  American  share  of  the  trade  plunged  in  1907  to 
5.7  per  cent,  half  recovered  by  1909  to  18.1  per  cent,  but  then 
resumed  its  downward  trend  in  the  remaining  years  before  World 
War  I.  By  1929  American  cotton  goods  had  all  but  disappeared 
from  the  China  market. 

The  explanation  for  this  American  failure  lies  in  the  economic 
advantages  achieved  by  Japanese  competitors  who  produced  cot¬ 
ton  textiles  of  a  similar  quality  and  exported  them  to  the  American- 
dominated  part  .of  the  China  market.’*  The  Americans  did  have  im¬ 
mediately  available  a  large  supply  of  first  class  raw  cotton  ( usually 


statistics,  sop  H.  D.  Fong,  Cotton  Industry  and  Trade  in  China  (2  vols.;  Tientsin,  1932), 
I,  249;  P’cng  Tse-i,  comp.,  Chung-kuo  chin-tai  shou-kung-yeh  shih  tzu-Uao  (1840-1949) 
[Historical  matcri.als  on  modem  6hinese  handicraft  industries,  1840-1949]  (4  vols.; 

Peking,  1957),  11,  4,57;  Melvin  T.  Copeland,  The  Cotton  Manufacturing  Industry  of  the 
United  States  (Cambridge,  Mass.,  1912),  224. 

Ohara  Keishi,  comp,  and  ed.,  Japanese  Trade  and  Industry  in  the  Meiji-Taisho  Era, 
trans.  by  Okata  Tamotsu  (Tokyo,  1957),  300,  337-340,  344-369;  Seki  Keizo,  The  Cotton 
Industry  of  Japan  (Tokyo,  19.56),  .51-54,  59  62,  123-126;  G.  E.  Hubbard,  Eastern 
Industrialization  and  Its  Effect  on  the  West  (Oxford,  T935),  50,  80-85,  111-112,  120; 
Yen,  Chung-kuo  mien-fang-chih  shih-kao,  132-133;  Allen  and  Donnithorne,  Western 
Enterprise,  205;  memo  prepared  jointly  by  the  State  Department’s  Division  of  Far  Eastern 
Affairs  and  Bureau  of  Trade  Relations,  early  spring  1908,  Numerical  File  12471/-1,  Record 
Group  59  (Records  of  the  Department  of  State),  National  Archives,  Washington,  D.C. 
(hereafter  NF  file  number/document  number);  Jack  Blicksilver,  Cotton  Manufacturing  in 
the  Southeast:  An  Historical  Analysis  (Atlanta,  1959),  24,  113-116;  Lars  G.  Sandberg, 
Lancashire  in  Decline:  A  Study  in  Entrepreneurship,  Technology,  and  International 
Trade  (Columbus,  Ohio,  1974),  chaps,  x-xi;  W.  A.  Graham  Clark,  Cotton  Goods  in 
Japan  and  Their  Competition  in  the  Manchurian  Market  (Washington,  D.C.,  1914),  226- 
278;  and  Ralph  M.  Odell,  Cotton  Goods  in  China  (Washington,  D.C.,  1916),  109-116, 
142-156. 
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accounting  for  somewhat  more  than  half  of  basic  production  costs), 
while  the  Japanese  producers  had  to  look  abroad  for  their  supplies 
because  home  grown  cotton  was  an  inferior  type  and  insufficient  to 
meet  demand.  However,  the  Japanese  partially  overcame  this  dis¬ 
advantage  by  making  large  advance  purchases  at  substantial  sav¬ 
ings,  by  securing  a  discount  from  Japanese  shippers,  and  by  blend¬ 
ing  low  priced  Indian  and  Chinese  cotton  with  the  more  expensive 
American  variety.  The  cost  advantage,  perhaps  slightly  in  favor  of 
the  Americans  to  this  point,  shifted  clearly  in  favor  of  the  Japanese 
once  the  cotton  passed  through  the  stages  of  spinning  and  weaving. 
American  wages  were  several  times  higher  than  in  Japan,  and  al¬ 
though  American  workers  remained  more  productive,  Japanese  la¬ 
bor  began  to  narrow  the  gap  as  it  gained  experience  and  as  the 
rapidly  developing  industry  progressively  introduced  after  1905  a 
new  generation  of  advanced  Japanese-designed  machinery.  The 
Japanese  price  advantage  became  dramatic,  in  the  range  of  20  to 
30  per  cent,  once  goods  were  marketed.  Japanese  producers  and 
exporters  coordinated  their  activities.  They  secured  low  shipping 
rates  (including  a  government  subsidy)  for  their  exports.  And  they 
sent  them  directly  to  specific  marketing  areas  in  China  while  Amer¬ 
ican  goods  not  only  traveled  a  longer  distance  at  greater  cost  but 
usually  reached  their  ultimate  destination  in  a  roundabout  way, 
through  Shanghai.  The  Japanese,  unlike  the  Americans,  carefully 
cultivated  their  market  in  China.  They  regulated  supply  to  meet 
demand,  aggressively  marketed  their  products,  eliminated  costly 
middlemen,  and  gladly  sold  on  credit. 

The  structure  and  strategy  of  the  American  industry  stood  in  the 
way  of  any  effort,  even  partial,  to  offset  the  overall  Japanese  advan¬ 
tage.*®  While  the  Japanese  achieved  a  notable  industrial  coherence 
and  coordination,  the  American  industry  remained  highly  frag¬ 
mented  and  competitive.  Efforts  to  give  the  industry  more  co¬ 
hesion  through  trade  associations  were  in  general  a  failure.  Part 
of  the  reason  was  the  intense  rivalry  for  the  home  market.  While 
the  Japanese  pursued  customers  abroad  far  more  numerous  than 
those  at  home,  the  American  industry  had  immediately  at  hand  a 
market  that  was  large,  still  growing,  and  protected  by  a  substantial 
tariff.  Production  figures  illustrate  the  way  domestic  opportunities 

’•Louis  Galambos,  “The  Trade  Association  Movement  in  Cotton  Textiles,  1900-1935,” 
Explorations  in  Entrepreneurial  History,  2nd  series,  2  (Fall,  1964),  31-55;  Fong,  I,  Cot¬ 
ton  Industry,  59,  251-252,  268  269;  Copeland.  Cotton  Manufacturinf',  155-158,  170-171, 
221,  226  230;  Blicksilver,  Cotton  Manufacturing  in  The  Southeast,  22-40,  55  56;  R.  Rob¬ 
son,  The  Cotton  Industry  in  Britain  (London,  1957),  358;  Frank  W.  Taussig,  The  Tariff 
History  of  the  United  States  (8th  ed.;  New  York,  1931),  243,  266-267,  433,  466-467,  513. 
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overshadowed  foreign  possibilities  for  Americans  but  not  for  the 
Japanese.  For  example,  in  1910-1913  the  U.S.  industry  produced  5.8 
billion  square  yards  of  cloth  for  home  consumption  and  only  0.4 
billion  (6  per  cent  of  total  output)  for  export.  By  contrast,  0.8  bil¬ 
lion  square  yards  of  Japanese  cloth  stayed  at  home  (one-seventh 
the  comparable  American  figure)  and  0.2  billion  (20  per  cent  of 
total  output)  went  abroad.  The  figures  for  1926-1928  show  the 
same  disparity  between  the  Japanese  and  American  home  markets 
( 1.3  versus  7.7  billion  square  yards )  and  the  greater  Japanese  de¬ 
pendence  on  exports  (1.4  billion  square  yards  [52  per  cent  of  total 
output]  versus  0.5  billion  square  yards  [6  per  cent  of  total  output] ). 

The  struggle  for  the  domestic  market  eventually  put  the  China 
market  beyond  the  grasp  of  American  producers.  No  single  firm 
would  risk  its  stake  at  home  by  diverting  capital  to  start  up  market¬ 
ing  operations  in  China  or  by  engaging  in  costly  small-scale  pro¬ 
duction  of  goods  tailored  to  meet  Chinese  tastes.  Thus,  in  practice, 
the  China  market  remained  peripheral  to  American  producers.  Only 
one  of  the  major  American  producers  opened  an  office  in  China;  the 
rest  relied  on  an  expensive  system  of  distribution  through  American, 
British,  or  Japanese  export  agents  in  the  United  States.  Their  goods, 
once  in  China,  might  in  turn  pass  through  the  hands  of  several 
intermediaries  before  reaching  the  ultimate  consumer.  Without 
agents  abroad,  American  producers  were  out  of  touch  with  market 
conditions.  They  were  inattentive  to  proper  shipping  methods,  and 
on  occasion  they  accepted  foreign  orders  when  domestic  demand 
was  low  only  to  cancel  when  it  revived. 

The  contrasting  experiences  of  American  cotton  textiles  on  the 
one  hand  and  Standard  Oil  and  the  BAT  on  the  other  suggest  the 
importance  of  ample  capital  resources  and  central  control  over 
production  and  marketing  for  firms  expanding  into  the  China  mar¬ 
ket.  For  Standard’s  Rockefeller  and  BAT’s  Duke  (operating  in  the 
United  States  through  the  American  Tobacco  Company)  foreign 
operations  developed  from  mastery  of  the  domestic  market.  Each 
applied  profits  and  experience  accumulated  at  home  to  the  search 
for  the  right  overseas  marketing  formula  and  to  the  struggle  against 
foreign  challengers.  By  contrast,  in  the  cotton  industry  no  single 
firm  or  group  of  firms  dominated  the  domestic  market  the  way 
Duke’s  tobacco  and  Rockefeller’s  oil  trusts  did.  Instead  the  ease  of 
entry  of  new  firms  kept  the  number  of  producers  competing  for  the 
home  market  large.  Had  an  American  textile  combine  developed, 
it  might  indeed  have  controlled  more  of  the  China  market  and  for 
a  longer  period.  After  edging  out  the  British  in  north  China  and 
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Manchuria,  it  could  have  built  up  a  marketing  system,  shifted  its 
factories  to  China  to  lower  labor  costs,  and  underpriced  the  infant 
Japanese  textile  industry  or  forced  it  to  some  accommodation.  But 
the  size  of  the  American  market  and  the  nature  of  the  American 
industry  obstructed  these  initiatives  so  that  economic  advantage 
shifted  to  Japan  earlier  and  more  dramatically  than  it  might  other¬ 
wise  have. 

Chinese  Response 

The  antithesis  to  the  active  efforts  of  firms  such  as  BAT  and 
Standard  Oil  to  penetrate  the  China  market  was  the  vigorous  and 
sometimes  successful  efforts  of  Chinese  nationalists  to  block,  blunt, 
or  exclude  American  enterprise.-'*  The  Chinese  impulse  was  in 
many  ways  comparable  to  the  spirit  of  protectionism  that  gripped 
other  countries.  But  China  labored  under  the  exceptional  burdens 
of  the  unequal  treaties  of  the  nineteenth  and  early  twentieth  cen¬ 
turies,  which  had  compromised  her  sovereignty  and  deprived  her 
of  formal  control  of  dynamic  sectors  of  her  economy. 

Chinese  economic  nationalists  pursued  two  different  strategies. 
One  was  essentially  economic.  It  involved  encouraging  competitive 
Chinese  enterprise  and  buying  out  foreign  firms,  or  harassing  and 
obstructing  them  in  order  to  offset  some  of  their  treaty  advantages 
(such  as  fixed  low  tariffs,  exemption  from  internal  taxes,  and  free¬ 
dom  from  Chinese  legal  control).  These  efforts  bore  directly  and 
sometimes  heavily  on  American  enterprise.  There  are  a  number 
of  examples  familiar  to  students  of  Chinese-Amerlcan  relations.  In 
1877  IJ  Hunjj-chang  arranged  the  purchase  of  Russell  and  Com¬ 
pany’s  steamship  line;  in  1882  Chang  Chih-tung  and  Tso  Tsung- 
t’ang  blocked  the  establishment  of  an  American  cotton  spinning 
plant  in  Shanghai;  and  in  1905  Chang  and  a  protest  movement  in 
Hunan  forced  the  American  China  Development  Company  to  give 
up  its  concession  for  the  Hankow-Canton  Railway.^^  Mining  regu¬ 
lations,  first  issued  in  1898  and  repeatedly  revised  down  to  1930, 
reflected  growing  hostility  to  foreign  control.^^  These  regulations. 

The  literature  is  rich.  Good  places  to  start  are  Mary  C.  Wright,  “The  Rising  Tide  of 
Change,”  in  her  China  in  Revolution:  The  First  Phase,  1900  -1913  (New  Haven,  Conn., 
1968);  Edward  Rhoads,  China’s  Republican  Revolution:  The  Case  of  Kwanf’tunf’,  1895- 
1911  (Cambridge,  Mass.,  1975);  I.i  En-han,  Wan-C/i’ing  shou-hui  k’uang-ch'iian  yiin- 
fung  [The  movement  to  recover  mining  rights  in  the  late  Ch’ing]  (Taipei,  1963);  Chao 
Feng-t’ien,  Wan-Ch’ing  wu-shih-nien  ching-chi  ssu-hsiang  shih  [Economic  thought  during 
the  iast  fifty  years  of  the  Ch’ing  period]  (Peiping,  1933);  Chi-ming  Hon,  Foreign  Invest¬ 
ment  and  Economic  Development  in  China,  1840-1937  (Cambridge,  Mass.,  1965),  1-4, 
130  134,  150  152;  and  Roger  V.  Des  Forges,  Ilsi-liang  and  the  Chinese  National  Revolution 
(New  Haven,  Conn.,  1973). 

On  Russell  and  Company,  see  Kwang-chin  Liu,  Anglo-American  Steamship  Rivalry 
in  Chirw,  1862-1876  (Cambridge,  Mass.,  1962);  Chung-kuo  shih-hsiich  hui,  comp., 
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together  with  the  movement  to  recover  mines  already  in  foreign 
hands,  were  enough  to  give  pause  to  any  Guggenheim  whose  inter¬ 
ests  strayed  from  Mexico  to  the  subsoil  riches  of  China.  While 
diplomats  protested  all  these  measures  as  violations  of  treaty  rights, 
provincial  officials  backed  by  the  central  government  succeeded 
between  1906  and  1910  in  driving  out  American  mining  investments, 
which  had  concentrated  on  the  coal,  gold  and  silver  resources  of 
northern  China  and  Manchuria.-^ 

Chinese  economic  nationalism  took  a  second  course,  essentially 
political.  It  consisted  of  a  direct  attack  on  the  treaties  that  provided 
the  favorable  framework  for  foreign  enterprise  in  China.  The 
Chinese  aimed  at  nothing  less  than  the  restoration  of  their  economic 
as  well  as  their  political  sovereignty.  Scholar-officials  discussed 
treaty  revision  in  the  late  nineteenth  century,  and  the  government 
and  an  increasingly  nationalist  public  embraced  it  in  the  early  twen¬ 
tieth  century.  In  the  1920s  the  attack  on  the  treaties  shifted  its 
emphasis  from  revision  to  abrogation.  Anti-imperialism  became 
widespread  and  intense.  T’ang  Shao-i,  himself  educated  in  the 
United  States  and  once  a  strong  proponent  of  close  ties  between 
Peking  and  Washington,  reflected  this  mood  in  his  introduction  to 
a  highly  popular  contemporary  indictment  of  economic  imperialism 
in  China.  In  it  he  condemned  “capitalistic  imperialism,”  the  uni¬ 
lateral  open  door,  and  the  unequal  treaties,  which  together  enabled 
foreigners  to  control  China’s  destiny  and  exploit  the  wealth  of  her 
people.2^  By  1931  the  Nationalist  government  had  won  formal 
tariff  autonomy,  had  unilaterally  denounced  extraterritoriality,  and 
was  taxing  foreign  business.  And  in  such  areas  as  foreign  trade, 
banking,  aviation,  and  mining,  where  foreign  enterprise  was  promi- 

Yong-u-u  ijiin-tunf’  [Th(>  “fon-ipn  malft-rs”  inovcment]  (H  vols.;  Shanghai,  1961),  VI, 
16ff;  and  Chung-yang  yt‘n-chiu  yiian,  chin-tai  shih  ytm-chiu  so,  comp.,  Uai-fang  tang 
[Records  on  maritime  defense]  (9  vols.;  Taipei,  1957),  “Kou-mai  chuan  p’ao”  [Purchase 
of  ships  and  guns],  part  2,  pp.  93911.  On  the  Shanghai  plant,  see  George  E.  Paulsen,  “Ma¬ 
chinery  for  the  Mills  of  China:  1882-1896,”  Monumenta  Serica,  27  (1968),  32-42;  U.S. 
Department  of  State  Foreign  Relations  of  the  United  States,  1HH3,  129  203  passim;  and 
Siin  Yii-t’ang,  comp.,  Chung-kuo  chin-tai  kung-yeh  shih  tzu-liao,  ti-i  chi,  1840  1895  nien 
[Historical  materials  on  mwlem  Chinese  industrj’,  first  series,  1840  1895]  (2  vols.;  Peking, 
1957),  162-165.  On  the  railway  conce-ssion,  see  Li  En-han,  “Chung-Mei  shou-hui  Yiieh- 
Han  lu-ch’iian  chiao-she”  [Sino-American  negotiations  over  the  recosery  of  rights  over  the 
Hankow-Canton  railroad],  Chi-k’an  [Btdietin  of  the  Institute  of  Modem  History,  Academia 
Sinica],  no.  1  (1969),  149  215. 

--Wang,  Chung-kuo  chin-tai  kung-yeh  shih  tzu-liao,  ti-erh  chi,  1895-1914  nien,  I, 
26-28;  Hou,  Foreign  Investment,  109  111;  Allen  and  Donnithome,  Western  Enterprise, 
152. 

“  Chung-yang  yen-chiu  yiian,  chin-tai  shih  yen-chiu  so,  comp.,  K'uang-tvu  tang 
[Records  on  mining  affairs]  (8  vols.;  Taipei,  1960),  V^I,  documents  2324,  2327,  2336, 
2338  -2339,  2361-2374,  VH,  documents  2469-2472;  Lu  Feng-shih,  comp.,  Hsin-tsuan 
yiieh-chang  ta-ch’iian  [A  new  compilation  of  treaty  terms]  (Shanghai,  1909),  ch.  13, 
40  41. 

^  Preface,  p.  9,  of  Ch’i  Shu-fen.  Ti-kuo  chu-i  t’ieh-t’i  hsia  ti  Chung-kuo  [China  under 
the  imperialist  heel]  (Shanghai,  1925). 
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nent,  the  Chinese  government  and  Chinese  businessmen  were  play¬ 
ing  a  notably  assertive  role.^® 

The  impact  of  Chinese  economic  nationalism  can  best  be  illus¬ 
trated  in  the  cases  of  the  three  American  industries  discussed  above. 
The  challenges  faced  and  the  responses  devised  varied  with  each 
firm.  The  BAT  faced  distracting  competition  from  the  Nanyang 
Brothers  Tobacco  Company.  This  Chinese  firm  got  its  start  during 
the  anti-American  boycott  of  1905,  emerged  as  a  serious  competitor 
during  WWI,  and  later  used  the  anti-British  boycotts  of  the  1920s 
to  advance  its  own  sales  at  the  expense  of  its  foreign  rival.  The 
BAT  responded  to  the  threat  with  price  wars,  with  propaganda 
playing  up  Nanyang’s  ties  to  a  Japan  encroaching  on  China,  and 
with  an  attractive  merger  offer.  Nanvang  held  out  against  what  it 
feared  to  be  a  foreign  takeover  on  the  theory'  that  “it  is  better  to 
be  a  chicken  s  beak  than  an  ox’s  buttocks,”  but  it  was  never  able  to 
overcome  the  BAT’s  economic  advantage  and  shake  its  commanding 
position.^*  The  BAT  encountered  no  other  opposition  except  for 
sporadic  local  hostility  to  its  sales  campaigns  —  a  mix  of  advertising 
and  the  distribution  of  samples.  For  example,  in  1908  and  1909 
Chinese  in  Foochow  and  Hsiangyang  (Hupeh)  charged  that  for¬ 
eigners  offered  cigarettes  as  a  substitute  for  opium  and  that  both 
harmed  the  nation  no  less  than  the  individual  consumer.^^  How¬ 
ever,  attempts  at  equating  cigarettes  with  China’s  humiliating  ex¬ 
perience  with  opium  failed  to  deter  those  taken  by  the  cheap 
pleasures  of  tobacco. 

No  Chinese  firm  emerged  to  challenge  Standard  Oil.  Rather,  the 
resistance  that  Standard  did  encounter  came  initially  from  officials 
sympathetic  to  complaints  that  imported  kerosene  was  displacing 
native  vegetable  oils  as  the  principal  source  of  illumination.  For 
example,  in  1887  Chang  Chih-tung,  the  governor  general  of 
Kwangtung  and  Kwangsi,  requested  a  ban  on  kerosene  imports  on 
the  grounds  that  they  were  hurting  the  peasants  who  grew  peanuts, 
the  processors  who  extracted  oil  from  them,  and  the  merchants  who 
sold  it.  “'The  livelihood  of  our  people  is  at  stake  and  we  are  indeed 
obliged  to  prohibit  [kerosene].”  Through  the  1890s  and  1900s 
Chinese  erected  an  imposing  combination  of  obstacles  —  municipal 
regulations  against  the  use  of  kerosene,  the  refusal  of  merchant 

**  Allen  and  Donnithome,  Western  Enterjnise,  50,  55,  74,  76,  82,  118,  142-143,  249. 

“Cochran,  “Bin  Business  in  China,”  3.3  39  and  chaps,  iii  viii;  Y.  C.  Wang,  “Free 
Enterprise  in  China:  The  Case  of  a  Cigarette  Concern,  190.5  19.5.3,”  Pacific  Historical  Be- 
rietc,  29  (1960),  39.5  414;  and  the  entry  for  Chien  Chao-nan  in  Howard  L.  Boorman,  ed., 
Biofiraphical  Dictionary  of  Republican  China  (New  York,  1967-71),  I,  364  .36.5. 
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guilds  to  handle  it,  opposition  to  the  establishment  of  storage  tanks, 
and  illegal  taxation.  Ultimately,  however,  kerosene’s  price  advan¬ 
tage  over  vegetable  oils  and  the  better  light  it  gave  assured  its  wide 
and  rapid  spread  in  the  interior.^*  At  the  same  time,  growing  de¬ 
mand  overseas  for  Chinese  vegetable  oils  —  both  as  a  food  stu£E  and 
as  an  industrial  component  —  diminished  the  force  of  opposition  to 
kerosene  and  may  simultaneously  have  heightened  the  appeal  of  the 
foreign  substitute  by  driving  up  the  price  of  the  traditional  product. 
Exports  of  vegetable  oil  climbed  steadily  from  the  early  1890s  and 
spectacularly  from  the  late  1900s  and  into  the  1920s.2® 

Acceptance  of  kerosene,  however,  did  not  signify  Chinese  satis¬ 
faction  with  Standard’s  influence  in  China.  When  in  1914  and  1915 
it  sought  an  oil  concession  in  Shensi,  an  aroused  press  and  the  repre¬ 
sentatives  of  five  provinces  accused  the  government  of  Yiian  Shih-k’ai 
in  Peking  of  selling  into  foreign  hands  a  resource  crucial  to  China’s 
future  development.  They  suspected  that  Standard’s  only  intention 
was  to  block  the  exploitation  of  potential  sources  of  supply.  Public 
pressure  undoubtedly  contributed  to  the  ultimate  collapse  of  any  deal 
between  Yiian’s  government  and  Standard  over  the  issue.-’'*  Standard’s 
position  remained  dominant  into  the  following  decade,  however,  and 
Chinese  nationalists  could  only  decry  “the  superstitious  faith”  in  the 
superiority  of  foreign  kerosene  that  obstnicted  the  development  of 
China’s  own  oil  resources.-’* 

Chinese  economic  nationalism  also  manifested  itself  in  efforts  to 
impose  taxes  on  foreign  firms.  The  resulting  recurrent  battle  against 
taxation  was  a  common  thread  running  through  the  experiences  of 
both  BAT  and  Standard  Oil.  The  records  of  the  State  Department 
and  the  Chinese  foreign  office  are  filled  with  protests  against  these 
minor  exactions  as  violations  of  treaty  rights.-’-  An  intriguing  but 

^  P’enK,  Chunf’-ktio  chin-tai  nhou-kunf’-tjch  shih  tzu-liao,  II,  166-  170,  477  478.  The 
(jiiote  is  from  p.  167.  See  also:  Remer,  Forcinn  Trade,  56  .57,  94-95,  1.57;  and  Hidy 
and  Hidy,  Pioneerinfi  in  Big  Business,  1:17. 

"Remer,  Foreif’n  Trade,  95;  Hsiao,  China’s  Foreign  Trade  Statistics,  96:  P’eng,  Chung- 
kuo  chin-tai  shou-kung-tjeh  shih  tzu-liao,  H,  342-352;  and  Yang  Ta-chin,  Chin-tai  Chung- 
kuo  shih-ijeh  t’ung-chih  [A  guide  to  modem  Chinese  industry]  (2  vols.;  Nanking,  1933), 
I,  648. 

"  Noel  H.  Pugach,  “Standard  Oil  and  Petroleum  Development  in  Early  Republican 
China,”  Business  History  Recicu:,  4.5  (Winter,  1971),  4.52-473:  Ch’en  Chen,  Chung-kuo 
chin-tai  kung-yeh  shih  tzu-liao,  ti-crh  chi,  327-331;  and  DF  893.00/2124  (on  np|)osition 
in  Changsha).  See  Samuel  C.  Chu,  Reformer  in  Modem  China:  Chang  Chien,  1853  -1926 
(New  York,  196.5),  and  the  entries  in  Boorm;in,  Biographical  Dictionary,  for  Hsiung  Hsi- 
ling  and  Chou  Tze-chi  —  all  for  evidence  of  the  economic  nationalism  in  Yiian’s  cabinet. 

Ch’eng  T’ien-tou,  Shih-yu  li-cho  [Deliberations  on  petroleum]  (Chung-shan  district 
[Kwangtung?],  1930),  chap.  iii.  This  work  was  publisht'd  by  the  Industrial  and  Com¬ 
mercial  Petroleum  Company  [Kung-shang  lien-yu  kung-ssu]. 

Lu,  Hsin-tsuan  yiieh-chang,  to-ch'iian,  ch.  13,  16  18;  Wang  Yen-wei  and  Wang 
Liang,  comps.,  Ch’ing-chi  wai-chiao  shih-liao  [Historical  materials  on  late  Ch’ing  diplo¬ 
macy]  (Pel^g,  1935),  Hsiian-t’iuig  years,  ch.  22,  27-.31;  Chu  Shih-chia,  comp.,  Shih-chiu 
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difficult  question  is:  how  frequently  did  the  firms’  American  or 
Chinese  agents  actually  acquiesce  or  reach  a  modus  vivendi  with 
local  officials  rather  than  become  embroiled  in  dispute,  and  how  often 
did  the  firms  gain  satisfaction  when  they  resorted  to  the  cumbersome, 
time-consuming  processes  of  diplomacy?  One  might  in  fact  surmise 
that  both  firms  must  have  carefully  weighed  the  possible  costs  of 
asserting  their  treaty  rights.  They  risked  irritating  local  officials  and 
local  opinion  and  thus  put  in  peril  their  vulnerable  system  of  market¬ 
ing  in  the  interior  —  all  with  no  guarantee  that  similar  abuses  might 
not  recur  in  the  same  place,  in  the  next  district,  or  a  thousand  miles 
away. 

Standard  at  least  did  indeed  walk  a  fine  policy  line.  This  conclusion 
emerges  from  a  close  examination  of  State  Department  records  ( help¬ 
ful  in  the  absence  of  direct  Standard  Oil  documentation)  for  the 
period  1906- 1914.'’'*  The  firm  faced  problems  in  every  coastal  province 
from  Kwangtung  in  the  south  to  Kirin  in  the  far  north  as  well  as  in 
all  the  immediately  adjoining  interior  provinces.  The  most  persistent 
issues  —  raised  by  students,  local  officials  and  gentry,  provincial 
officials,  and  merchant  guilds  —  involved  taxation  and  Standard’s 
storage  of  oil  near  heavily  populated  areas.  Chinese  critics  of  the 
firm  singled  out  its  bulk  storage  tanks  in  particiilar  as  a  substantial 
fire  hazard  but  also  as  a  prominent  symbol  of  foreign  intrusion.  Faced 
with  protests  again.st  their  storage  facilities.  Standard  agents  generally 
appear  to  have  bided  their  time  tintil  local  passions  cooled  and  they 
could  work  out  with  local  authorities  some  mutually  satisfactory 
agreement. 

The  issue  of  local  taxes  kept  Standard  agents  steadily  involved  in 
direct  negotiations  with  Chinese  officials.  The  tenaciously  held  posi- 


shih-chi  Mei-kuo  ch’in-Ilua  tani’-an  shih-lUio  hsiian-rhi  (Solrctctl  .archiviil  materials  on 
American  accression  aftainst  China  during  the  nineteenth  c<‘nhin’l  (2  vols.;  Peking,  1959), 
■350  .351,  404  406;  and  numerous  entries  in  U.S.  Departm»'nt  of  State,  Forrign  Relations  of 
the  United  States  (c.g.,  1884.  1887.  1888,  1892.  1893.  1906.  1908,  1911,  1914,  1926). 

■•“See  materials  in  XF  .5260/40;  XF  .379/3-4;  XF  13188/4;  XF  8424/-16.  21-27; 
XF  788  164-167,  231-238;  XF  8602  10.  20  23;  XF  3543/4  5;  DF  693.116/43,  44.  47, 

49,  54.  55;  DF  393.115  St2  43.  45.  47,  50  51,  61,  64.  65.  69  71;  DF  893.00/3.57.  389, 
795,  2124. 

The  BAT  expe-rience  is  not  instnictive  on  the  relationship  l)etw»*en  businessmen  and 
Washington.  E\en  though  for  the  first  two  decades  the  finn’s  management  was  largely 
American  —  Duke,  who  guided  its  global  ojK-rations  ( as  well  as  provided  the  bulk  of  the 
start-up  capital),  and  Thomas,  who  headed  its  China  operations  —  the  company  looked 
primarily  to  the  British  Foreign  Offict*  for  support  and  protection.  British  registry  and  the 
existence  of  its  headcpiarters  in  London  help  account  for  this  particular  diplomatic  orien¬ 
tation,  hut  it  may  also  reflect  a  calcidation  that  the  Foreign  Office  was  more  likely  than 
the  State  Department  to  he  solicitous  and  effi-ctive  in  guarding  interests  in  China.  In  1920 
Thomas  cut  his  ties  with  BAT,  and  in  1923  Duke  died  and  control  passed  into  the  hands 
of  the  British  members  of  the  board,  thus  further  strengthening  the  British  character  of 
the  firm  and  its  propensity  to  look  to  the  Foreign  Office. 
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tion  of  the  Chinese  through  this  period  was  that  kerosene  was  taxable 
once  it  passed  from  foreign  hands  and  crossed  the  boundary  of  a 
narrowly  defined  treaty  port  area.  They  came  up  with  a  marvelous 
variety  of  imposts  to  apply  to  the  kerosene  business:  internal  transit 
taxes  (the  notorious  likin  tax,  sometimes  called  a  “destination  tax” 
to  avoid  offending  foreign  sensibilities ) ;  “landing  taxes”  ( also  called 
“royalties”)  on  kerosene  being  offloaded  at  a  river  or  sea  port;  “con¬ 
sumption  taxes”  running  around  2-3  per  cent  on  sales  by  Chinese 
merchants  to  consumers;  and  “special  mercantile  income  taxes” 
applied  to  Chinese  kerosene  merchants.  Standard  appears  to  have 
often  accepted  these  levies  in  part  because  prolonged  negotiations 
hindered  company  business  and  imperiled  good  will  but  also  because 
its  Chinese  associates  were  vulnerable  to  local  pressure,  especially 
the  official  threat  of  imprisonment.  One  apparently  popular  com¬ 
promise  solution  was  for  Standard  to  pay  a  “voluntary  tax”  generally 
in  the  form  of  a  contribution  to  local  charity.  Thus,  the  company 
avoided  a  confrontation  without  formally  abandoning  treaty  rights. 

But  Standard  could  on  occasion  mishandle  its  dealings  with  local 
officials  or  by  miscalculation  take  a  stand  on  treaty  rights  that  it 
would  come  to  regret.  The  Wuchow  controversy  (1909-1911)  .shows 
what  could  happen  when  an  impatient,  pugnacious  agent  failed  to 
take  account  of  local  sentiment.'”  In  this  case,  the  agent  not  only 
provoked  Chinese  opinion  but  also  challenged  the  views  of  the  for¬ 
eign  commissioner  of  customs  by  insisting  on  storing  kerosene  in  a 
luilk  in  the  city  harbor.  In  the  end  Standard  bowed  and  agreed  to 
arrange  for  oil  storage  on  shore  under  safer  conditions.  A  more 
dramatic  confrontation  developed  in  1925  when  the  Nationalist  gov¬ 
ernment,  then  based  in  Canton,  imposed  a  special  tax  on  kerosene. 
Although  no  more  objectionable  than  taxes  Standard  had  previously 
accjuiesced  to,  the  firm  retaliated  by  imposing  an  oil  embargo.  It 
perhaps  calculated  that  an  early  and  firm  stand  against  the  rising  tide 
of  economic  nationalism  in  the  South  would  forestall  sweeping 
demands  in  the  future.  The  gamble  failed.  With  popular  feeling 
running  high,  the  Canton  government  stood  firm  and  in  fact  broke 
the  embargo  by  getting  kerosene  from  the  Soviet  Union  and  Ameri¬ 
can  independents.  Standard’s  appeals  to  the  State  Department  were 
ineffectual.  Washington  would  do  no  more  than  lodge  perfunctory 
protests.  Standard  finally  realized  that  a  firm  stand  was  more  likely  to 
lose  than  preserve  its  south  China  market  and  opened  talks  with  the 

■‘•DF  393.115  St2  28  42  passim. 
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Nationalists.  In  1926  and  again  in  1927,  they  concluded  agreements 
assuring  markets  for  one  and  revenue  for  the  other.’’  * 

Standard  did  not  always  consult  with  the  State  Department  on 
these  local  issues,  and  when  it  did  the  two  did  not  always  see  eye  to 
eye.  For  example,  in  the  Wuchow  affair  the  American  minister  labeled 
the  conduct  of  Standard’s  agent  “offensive”  and  “unjustifiable.”  When 
Standard  resorted  to  a  policy  of  tempori/ation  and  delay  in  another 
oil  storage  ca.se  ( Wuhu,  1906-1908),  the  Nanking  consul,  the  Ameri¬ 
can  minister,  and  the  State  Department  itself  all  expressed  irritation 
that  the  Chinese  were  getting  away  with  an  infringement  of  treaty 
rights  that  also  injured  American  prestige.'”’  Diplomatic  and  con¬ 
sular  officials  generally  deprecated  Standard’s  payment  of  taxes  be¬ 
cause  they  felt  that  it  was  necessary  “to  take  a  strong  stand  .so  as  not 
to  encourage  the  Chinese.”  But  they  could  not  stop  Standard  from 
carrying  out  its  own  policy  —  especially  one  so  eminently  successful 
in  economic  terms  —  even  if  it  involved  compromising  ostensible 
treaty  rights. 

The  outcome  of  the  taxation  issue  suggests  the  paradoxical  rela¬ 
tionship  between  Standard  Oil  and  BAT  on  the  one  hand  and  China 
on  the  other;  to  conejuer  the  China  market  they,  to  a  degree,  had  to 
surrender  to  it.  This  meant  not  only  that  their  agents  had  to  learn  the 
language  and  customs  of  the  people,  that  their  products  and  ad¬ 
vertisements  had  to  appeal  to  Chinese  tastes,  and  that  their  goods 
had  to  travel  along  established  Chinese  marketing  patterns  and 
through  the  hands  of  Chinese  merchants.  It  meant  also  that  they 
had  to  be  solicitous  of  “public  opinion.”  This  included  cultivating 
good  will  by  contributing  flood  and  famine  relief,  sponsoring  agricul¬ 
tural  schools,  and  waiving  indemnity  claims  for  company  losses  in¬ 
flicted  by  “banditry.”  At  the  very  least  they  had  to  avoid  unnecessary 
antagonism,  a  delicate  task  while  simultaneously  engaged  in  fending 
off  Chinese  competitors  and  the  Chinese  government’s  sallies  against 
their  privileged  position.  “Ameliorative  imperialism”  is  the  apt  term 

*•  D.ivicl  A.  Wilson,  “PrincipU-s  anti  Profits:  Standard  Oil  Responds  to  Chinese  Nation¬ 
alism,  1925  1927,”  Pacific  Ilixtorical  Ttccictc,  forthcoming. 

The  BAT  also  agreed  to  taxation  hy  the  Nationalist  govennnent  at  this  time.  But  the 
N.ation.alists,  hy  taxing  BAT  at  a  rate  lowi-r  than  its  Chinese  competitor,  in  effect  sacrificed 
economic  nationalism  to  gain  hadly  needed  revemn‘.  For  the  BAT  settlem«-nt,  see  Cochran, 
“Big  Business  in  China,”  3.51  .3.53,  .363  -364;  ami  John  Cittings,  The  World  and  China, 
1922-1972  (New  York,  1974),  28  29.  More  general  accotints  are  John  Carter  Vincent, 
The  Extraterritorial  Syxtem  in  China:  Final  Phase  (Cambridge,  Mass.,  1970),  chap,  v; 
Arthur  N.  Young,  China’s  Xation-Biiildinf'  Effort,  1927  1937:  The  Financial  and  Economic 
Record  (Stanford,  Calif.,  1971),  22  2.3;  and  Hou,  Foreign  inrestment,  105,  148. 

“NF  1164/4.3  49,  55,  69  70. 

Julean  Arnold  (consul,  Amov)  to  the  State  Department,  January  14,  1911,  DF 
39.3.115  St2/4.3. 

»DF  39.3.115  St2/70;  DF  893.00/795. 
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John  Gittings  has  suggested  to  describe  the  behavior  of  firms  under 
the  pressure  of  Chinese  nationalism.^^  Those  firms  consulted  their 
own  interests  and  cautiously  made  whatever  concessions  and  com¬ 
promises  they  thought  necessary  in  order  to  continue  operations. 
Temporary  restrictions  were  easier  to  accept  than  the  possibility  of 
being,  in  time,  shut  out  completely. 

While  Chinese  economic  nationalism  only  slightly  hampered  the 
activities  of  the  BAT  and  Standard,  it  had  much  more  serious  con¬ 
sequences  for  the  American  cotton  goods  trade.  Chinese  nationalists 
placed  a  heavy  emphasis  on  creating  a  domestic  textile  industry  in 
order  to  turn  back  the  tide  of  foreign  manufactured  imports.  Pro¬ 
vincial  officials,  such  as  Li  Hung-chang  and  Chang  Chih-tung,  co¬ 
operated  with  prominent  entrepreneurs  such  as  Chang  Chien  in  laying 
its  foundations.  After  a  period  of  development  by  fits  and  starts  in 
the  1880s  and  1890s,  production  mounted.^*’  The  Chinese  industry 
concentrated  in  precisely  the  area  of  American  strength,  low  quality 
fabric.  And  with  distinct  advantages  in  labor  costs  and  proximity 
and  sensitivity  to  the  market,  it  was  able,  together  with  Japanese 
imports,  to  drive  the  Americans  from  the  field.  In  an  ironic  twist  the 
Americans,  having  lost  their  market  for  finished  goods,  began  to 
supply  raw  cotton  to  the  growing  industry  in  China.'*^  In  the  late 
nineteenth  century,  the  Chinese  had  begun  to  domesticate  long-stem 
American  cotton  because  it  was  better  suited  than  Chinese  cotton  to 
mechanical  processing.^-  Even  so,  the  total  Chinese  output  varied 
widely  in  quality  and  failed  to  keep  up  with  domestic  demand. 
American  farmers  made  up  a  substantial  part  of  this  deficiency  be¬ 
ginning  in  the  1920s.  And,  to  cap  the  irony,  the  Chinese  began  at  the 
same  time  to  send  a  small  trickle  of  finished  cotton  goods  back  to  the 
United  States.^-’ 

Gittinss,  The  World  and  China,  .13. 

“’Yen,  Chtinfi-ktio  micn-fting-chih  shih-kao,  98  107;  Siin,  Chung-kuo  chin-tai  kung-ijeh 
shih  tzu-liao.  ti-i  chi,  1840  JS95  nien,  lO-ITff;  S.^nllIel  Chu,  Reformer  in  Modern  China, 
17  21;  Ho,  The  Foreign  Trade  of  Chinn,  497;  Hoii,  Foreign  Investment,  17.1-177;  Albert 
Feuerwerker,  “Hamlicraft  and  Manufactured  Cotton  Textiles  in  China,  1871-1910,” 
Journal  of  Economic  Ilistonj,  10  ( Jjine,  1970),  346;  and  Ramon  H.  Myers,  “Cotton  Textile 
Handicraft  and  the  Development  of  the  Cotton  Industry  in  Modem  China,”  Economic 
History  Review,  2ud  series,  18  (December,  196.5),  627  628. 

”  Ho,  The  Foreign  Trade  of  China,  74  76;  Fong,  Cotton  Industry  and  Trade  in  China, 
I,  46  .50,  II,  .1.5;  Yang  and  Hau,  Statistics  of  China’s  Foreign  Trade,  66. 

*-  Li  Wen-ebib  ct  al.,  comps.,  Chung-ktio  chin-tai  nung-ych  shih  tzu-liao,  ti-i  chi 
[Historic.al  materials  on  modem  Chinese  agriculture,  Hrst  series)  (Peking,  1957),  I,  890- 
895;  Sun,  Chung-kuo  chin-tai  kung-yeh  shih  tzu-liao,  ti-i  chi,  922-925;  Yang-wu  yiin-tung, 
I,  .556. 

Fong,  Cotton  Industry  and  Trade  in  China,  11,  67.  American  manufacturers  of  textile 
machinery  enjoyed  a  boom  in  sales  to  tbe  growing  Chinese  textile  industry  during  and 
immediately  after  World  War  I,  but  in  general  the  industry  in  China  showed  a  distinct 
preference  for  British  machinery.  Fong,  I,  79-81,  84. 
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The  Role  of  the  U.S.  Government 

What  role  did  the  United  States  government  play  in  furthering 
American  enterprise  in  China  and  overcoming  the  obstacles  to  its 
success?  The  most  obvious  point  to  make  is  that  both  government 
and  private  enterprise  wanted  to  keep  the  China  market  open.  Thus 
Washington  laid  claim  for  its  nationals  to  the  privileges  established 
by  the  unequal  treaties,  including  freedom  from  Chinese  tariffs, 
taxes,  and  legal  control.  Policymakers,  who  disagreed  on  occasion 
over  the  terms  and  the  nature  of  major  investment  projects  in  China, 
all  consistently  defended  the  essentials  of  the  treaty  system  as  neces¬ 
sary  for  foreign  entrepreneurs.  Not  even  the  intense  Chinese  national¬ 
ism  of  the  1920s  could  cause  them  to  abandon  their  basic  position; 
rather,  they  simply  tried  to  ride  out  the  Chinese  challenge  to  the 
status  quo.  Secretary  of  State  Charles  Evans  Hughes  held  firm  on 
both  tariffs  and  extraterritoriality  down  through  1924.  His  successor, 
Frank  B.  Kellogg,  yielded  on  tariff  autonomy  but,  along  with  the 
Hoover  administration  that  followed,  refused  to  abandon  extra¬ 
territoriality.  Even  Kellogg’s  tariff  concession  was  conditional.  He 
said  in  effect  in  the  1928  agreement  with  China  that  although  the 
United  States  would  not  fight  to  preserve  the  status  quo,  it  would 
concede  only  as  much  as  China  could  wring  from  the  other  powers. 
While  historians  and  contemporary  treaty  port  interests  have  judged 
Kellogg’s  policy  indulgent  toward  China,  to  the  Chinese  themselves 
it  must  have  seemed  at  best  unhelpful  and  at  worst  unyielding."*^ 

It  would  be  a  mistake,  however,  to  conclude  that  the  U.S.  govern¬ 
ment’s  support  of  the  treaty  system  in  China  made  an  important 
contribution  to  the  successes  scored  by  Standerd  and  the  BAT  in  the 
period  under  consideration  here.  In  fact,  the  experience  of  these  two 
most  active  of  American  firms  suggests  that  direct  government  sup¬ 
port  was  marginal  to  long  term  success  and  to  the  solution  of  daily 
problems.  The  government  did  nothing  to  turn  the  attention  of  these 
businesses  abroad  —  unless  trust-biisting  was  intended  as  a  subtle 
incentive  for  the  BAT  to  expand  overseas  —  and  it  gave  neither  force 

T  <lraw  my  information  bnt  not  mv  intorpretation  from  Dorothy  Borp,  American 
Poiirt/  and  the  Chinese  Ret-olution,  1925  7925  (Now  York,  1947);  Wilson.  American 
Business,  215  216.  221;  Vincent,  The  Extraterritorial  System;  Arthur  Young,  China's  Na¬ 
tion-Building  Effort.  17-18,  426;  and  Akira  Iriyc,  After  Imperialism:  The  Search  for  a 
Netv  Order  in  the  Far  East,  1921-1931  (Cambridge,  Mass.,  196.5).  For  the  Chinese  per¬ 
spective,  see  P.  Cavendish,  ‘‘Anti-imp«*ri.alism  in  the  Kuomingtang,  192.3  28,”  in  Jerome 
Ch’en  and  Nicholas  Tarling,  ("ds..  Studies  in  the  Social  History  of  China  and  South-east 
Asia  (Cambridge,  England,  1970),  2.3  .56;  and  W.arren  1.  Cohen,  “The  Development  of 
Chinese  Communist  Policy  Toward  the  United  States,  1922-1933,”  Orhis,  11  (Spring, 
1967),  219  237. 
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nor  direction  to  their  foreign  operations.  It  could  not  assure  those 
economic  advantages  that  flowed  from  efficient  production  and 
vigorous  marketing.  It  did  not  obtain  from  the  Chinese  government 
any  significant  special  treatment  beyond  generally  accepted  treaty 
rights,  nor  could  it  check  competition,  whether  foreign  or  Chinese, 
or  for  that  matter  the  mounting  nationalist  sentiment  against  eco¬ 
nomic  imperialism. 

The  unequal  treaty  system  was  indeed  crucial  in  Standard’s  and 
bat’s  economic  penetration  of  China  because  it  gave  scope  to  the 
firms’  financial  and  managerial  strength.  But  the  American  govern¬ 
ment  deserves  little  credit  for  creating  or  maintaining  this  commer¬ 
cial  opening.  Britain  was  the  architect  of  this  system  of  Sino-foreign 
relations  and,  along  with  Japan  later,  its  mainstay.  By  contrast,  the 
United  States  did  not  play  an  important  role  because  it  had  com¬ 
paratively  few  ships  in  East  Asian  waters  through  the  1920s,  lacked 
an  economic  and  strategic  stake  significant  enough  to  justify  extensive 
involvement,  and  by  good  fortune  could  leave  the  chief  responsibili¬ 
ties  to  others  while  enjoying  all  the  rights  ( under  the  most  favored 
nation  provision  of  the  treaties). 

The  American  government  was  in  general  committed  from  the 
1890s  through  the  1920s  to  what  might  be  called  a  passive  open  door. 
It  was  a  far  cry  from  the  active  open  door  policy  of  vigorous  support 
for  American  trade  and  investment  that  trade  expansionists  called 
for  around  the  turn  of  the  century.  Their  program  included  promi¬ 
nently  revival  of  the  merchant  marine,  improvement  of  the  consular 
and  diplomatic  service,  and  encouragement  of  American  banking 
overseas.'*'’ 

Each  of  these  areas  of  weakness  was  evident  in  China.  Ships  flying 
the  American  flag  were  infrequently  seen  in  the  China  trade  in  this 
period.  From  the  1890s  through  the  1910s  the  American  .share  of  total 
foreign  shipping  hovered  around  1  per  cent,  increased  to  about  6 
per  cent  in  the  following  decade,  and  then  declined  thereafter.  The 
best  known  lines  with  American  ties  were  Robert  Dollar’s  and  the 
Pacific  Mail  Steam.ship  Company.  However,  during  World  War  I 
Dollar  shifted  operations  to  Canada  and  then  in  1925  sold  out  to  the 
British,  while  the  Pacific  Mail  abandoned  China  service  briefly  in 
1915  and  quit  altogether  in  1925.  Congress,  to  whom  the  ailing  ship- 

Albert  K.  SU'igorw.ilt,  The  \atinnal  Association  of  Manufacturers,  1895-1914:  A 
Sttulij  in  Business  Leadership  (Ann  Arbor,  Mich.,  1964);  Burton  I.  Kaufman,  “Organiza¬ 
tion  for  Foreign  Trade  Expansion  in  the  Mississippi  Valley,  1900-1920,”  Business  History 
Beriew,  XLVl  (Winter  1972),  444-465;  K.aufman,  “The  Org.anizational  Dimension  of 
United  States  Economic  Foreign  Policy,  1900-1920,”  Business  History  Review,  46 
(Spring,  1972),  17-44;  Carl  P.  Parrini,  Heir  to  Empire:  United  States  Economic  Diplo¬ 
macy,  1916  1923  (Pittsburgh,  1969);  and  Wilson,  American  Business. 
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ping  industry  looked  for  support,  not  only  refused  subsidies  but  in¬ 
sisted  on  labor  and  safety  standards  regarded  by  the  shippers  as  a 
major  obstacle  to  profitable  operations.^'* 

As  trade  expansionists  alleged,  the  American  consular  and  diplo¬ 
matic  service  in  China  was  indeed  weak.  It  lacked  the  professional 
quality  that  distinguished  the  British  and  the  Japanese,  whose 
economic  stake  in  China  justified  the  talent  and  money  that  went 
into  their  consulates  and  legations.  The  American  Congress,  parsi¬ 
monious  and  —  like  the  Executive  —  committed  to  the  spoils  system, 
long  stood  in  the  way  of  improvements  in  the  American  service. 
Political  affiliation  and  personal  contacts  were  more  important  than 
merit  in  questions  of  appointment,  promotion,  and  tenure  in  office. 
The  few  consuls  with  knowledge  of  the  Chinese  language  and 
Chinese  commercial  affairs  could  claim  better  pay  and  perquisites 
by  going  into  business.  An  exporter  turning  to  an  American  consul 
for  advice  would  more  likely  than  not  find  him  either  just  arrived 
or  about  to  leave,  unfamiliar  with  or  perhaps  plainly  bored  by 
mundane  trade  questions,  out  of  touch  with  economic  conditions  in 
his  district,  or  simply  disgruntled  by  lack  of  recognition.  After  World 
War  I  the  Bureau  of  Foreign  and  Domestic  Commerce  of  the  Depart¬ 
ment  of  Commerce  made  an  effort  to  supply  business  information. 
But  the  Bureau  had  only  a  few  agents  to  send  to  China;  its  under¬ 
staffed  Far  Eastern  office  in  Washington  had  to  deal  with  India, 
Australia,  and  New  Zealand  along  with  China  and  her  neighbors; 
and  in  any  case  it  had  to  contend  with  State  Department  resistance 
to  this  encroachment  on  the  commercial  duties  of  the  consular 
service.^^ 

Finally,  American  banking  failed  to  take  vigorous  root  in  China. 
Those  banks  that  did  establish  themselves  there  did  not  make  major 
investments,  which  might  have  created  leverage  for  American  ex¬ 
ports.  Rather  they  devoted  themselves  primarily  to  short-term 
financing  of  trade,  dealings  in  foreign  exchange,  and  accepting 
deposits  from  American  citizens,  firms,  and  government  agencies  in 
China.  The  American  bank  with  the  greatest  staying  power  was  the 
International  Banking  Corporation,  a  latecomer  by  European  stan- 

John  B.  Hutchins.  The  American  Maritime  Industries  and  Public  Policy,  1789-1914: 
An  Economic  History  (Camhridge,  Mass.,  1941);  Rcmcr,  Foreign  Investments,  338; 
Hsiao,  China’s  Foreign  Trade  Statistics,  254  255,  259;  Yen,  Chung-ktio  chin-tai  ching-chi 
shih  t’ung-chi  tzu-liao  hsiian-chi,  241,  244;  John  H.  Kcmhlc,  “A  Hundred  Years  of  the 
Pacific  Mail,”  American  Neptune,  10  (1950),  5-25. 

Thomas  G.  Paterson,  “American  Businessmen  and  Consular  Service  Reform,  1890’s 
to  1906,”  Business  History  Review,  40  (Spring,  1966),  77-97;  Michael  H.  Hunt,  Frontier 
Defense  and  the  Open  Door  (New  Haven,  Conn.,  1973);  Laurence  F.  Schmeckehier  and 
Gustavus  A.  Weher,  The  Bureau  of  Foreign  and  Domestic  Commerce  (Baltimore,  1924), 
26-27,  38,  41.  85,  108  109. 
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dards  when  it  set  up  shop  in  Shanghai  in  1902.  Later  taken  over  by 
the  National  City  Bank,  it  elaborated  a  string  of  eight  branch  offices 
but  never  got  beyond  its  bread-and-butter  business  of  financing 
trade  and  offering  Americans  in  China  a  place  to  put  their  money. 
It  did  not  attain  the  prestige  of  the  European  banks  or  stir  up  the 
cautious  American  investor.  Other  American-connected  banks  ap¬ 
peared  on  the  scene  in  a  post-war  flowering  of  activity,  but  they 
proved  short-lived.  One,  connected  with  Guaranty  Trust  Company 
of  New  York,  collapsed  as  a  result  of  heavy  exchange  losses  five  years 
after  its  establishment.  A  second  slipped  from  American  to  Chinese 
control  in  1932,  while  a  third,  formed  jointly  by  Chase  National  and 
Chinese  merchants  trading  with  the  United  States,  fell  into  the  hands 
of  the  merchants  in  the  mid-1920s  and  then  closed  in  1930.  In  general 
after  1927,  the  foreign  banking  business  was  hurt  by  competition 
from  modern  Chinese  banking  institutions,  which  the  Chinese  gov'- 
ernment  favored  with  its  funds  and  business.'*® 

The  program  of  the  commercial  expansionists  would  have  been, 
in  any  case,  largely  irrelevant  to  the  success  of  the  BAT  and  Standard 
Oil  or  to  the  failure  of  cotton  goods  exports.  Standard  solved  the 
shipping  problem  by  building  up  its  own  fleet  of  ocean  going  vessels, 
registered  in  Britain,  Germany,  and  elsewhere  abroad.^'-'  It  also  had 
a  fleet  of  launches  flying  the  American  flag  for  use  in  Chinese  waters. 
The  BAT  seems  not  to  have  suffered  either,  although  it  did  depend 
on  the  transport  of  tobacco  leaf  from  the  United  States  for  its 
factories  in  China.  While  it  is  true  that  cotton  textile  exporters  were 
hurt  by  their  failure  to  ship  goods  directly  to  the  North  China  market, 
it  is  difficult  to  determine  whether  they  continued  trans-shipment 
through  Shanghai  because  their  main  offices  were  there  or  because 
they  were  compelled  to  by  the  inadequacies  of  maritime  service.  In 
any  case,  shipping  was  not  central  to  the  problem  of  American 
cotton  exporters. 

Neither  BAT  nor  Standard  had  to  put  much  reliance  on  published 
commercial  reports  prepared  by  American  consuls  in  China  because 
they  had  their  own  overseas  sources  of  business  intelligence.  Both 
kept  agents  in  the  field  who,  in  comparison  with  the  run-of-the-mill 
American  consul,  were  certainly  more  attuned  to  the  needs  of  their 

Mira  Wilkins,  The  Emergence  of  Multinational  Enterprise:  American  Business  Abroad 
from  the  Colonial  Era  to  1914  (CambridRc,  Mass.,  1970),  107;  Allen  and  Donnithome, 
Western  Enterprise,  109,  118;  Clyde  W.  Phelps,  The  Foreign  Expansion  of  American 
Banks;  American  Branch  Banking  Abroad  (New  York,  1927),  37,  146-49,  212;  Hsien 
K’o,  Chin-pai  nien-lai  ti-kuo.chu-i  tsai-llua  yin-hang  fa-hsing  chih-pi  k’ai-k'uang  [A  gen¬ 
eral  account  of  the  issuance  of  paper  currency  in  China  hy  imperialist  hanks  in  the  past 
hundred  ye.arsl  (Sh.anghai,  1958),  52,  57  58,  98  104,  172-173,  183-185;  Pan  Shu-lun, 
Trade  of  the  17. S.  with  China,  324  328;  Frederic  E.  Lee,  Currency,  Banking  and  Finance 
in  China  ( W.ashington,  D.C.,  1926),  102-108,  11.5,  118  119. 

Hidy  and  Hidy,  Pioneering  in  Big  Business,  531. 
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firms  and  were  probably  better  trained  and  more  experienced  in 
commercial  affairs.  Standard  s  dissatisfaction  with  the  quality  of  the 
consular  service  comes  out  in  a  1911  exchange  between  the  firm’s 
experienced  political  liaison  man,  William  H.  Libby,  and  Knox’s 
State  Department.  When  State  solicited  export  firms  for  testimonials 
on  consular  assistance,  Libby’s  reply  was  eloquently  silent,  except 
for  a  suggestion  that  he  get  together  personally  with  the  head  of  the 
consular  bureau  for  a  talk."”’  Although  multinationals  such  as 
Standard  did  support  upgrading  the  consular  service,  still  stronger 
support  came  from  small  exporting  firms  that  could  not  afford 
permanent  agents  of  their  own  abroad  and  thus  perforce  depended 
on  consular  reports.  Cotton  goods  producers  and  exporters  are  a 
good  example  of  this  class  of  business  ill-represented  abroad.  How¬ 
ever,  the  basic  problem  of  cotton  goods  was  not  lack  of  information 
but  rather  the  structure  and  strategy  of  the  industry,  which  prevented 
producers  and  exporters  from  making  effective  use  of  what  good 
consular  advice  they  did  get. 

With  financial  facilities  as  with  field  representatives,  BAT  and 
Standard  were  themselves  ahle  to  meet  any  need  that  developed. 
Their  ample  financial  resources  enabled  them  to  grant  their  Chinese 
agents  favorable  credit  terms;  to  fund  new  construction,  oil  explo¬ 
ration,  or  large-scale  experiments  in  tobacco  cultivation;  and  to 
undercut  rivals  in  price  wars.  Banking  facilities  were  irrelevant,  on 
the  other  hand,  to  the  troubled  American  cotton  goods  trade.  It 
operated  on  a  cash  basis,  hamstringing  middlemen  and  hurting  sales. 
But  producers  and  exporters,  themselves  lacking  the  surplus  capital 
to  cover  sales  on  credit,  could  not  have  borrowed  from  banks,  either 
in  China  or  the  United  States,  without  increasing  the  price  of  their 
already  competitively  disadvantaged  product. 

The  limited  effort  that  the  government  made  specifically  on  behalf 
of  the  China  trade  in  these  decades  contrasts  sharply  with  the  bursts 
of  interest  and  activity  at  the  highest  level  in  promoting  and  direct¬ 
ing  the  flow  of  capital  to  China.  Washington  and  the  Peking  legation 
repeatedly  sought  to  invigorate  American  investment  interest.  The 
McKinley  Administration  supported  an  American  claim  to  a  railway 
concession  in  the  late  1890s,  and  Theodore  Roosevelt  opposed  giving 
it  up  in  1905.  The  Taft  Administration  organized  a  group  of  promi¬ 
nent  Wall  Street  firms  —  the  same  ones  that  had  sold  out  the 
American  railway  concession  in  1905  —  to  build  up  an  independent 

“Libby  to  the  State  Department,  February  6,  1911,  DF  160/9.  Singer,  a  pioneering 
American-based  multinationsil,  similarly  depended  on  its  own  staff  instead  of  consuls. 
Robert  B.  Davies,  “  ‘Peacefully  Working  to  Conquer  the  World’:  The  Singer  Manufac¬ 
turing  Company  in  Foreign  Markets,  1854-1889,”  Business  History  Review,  43  (Au¬ 
tumn,  1969),  318. 
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stake  in  Manchuria  and  to  share  with  the  other  powers  in  invest¬ 
ments  in  China  proper.  Although  Woodrow  Wilson  withdrew  sup¬ 
port  from  this  first  financial  consortium,  he  reversed  himself  in  1917 
and  the  United  States  stayed  with  the  moribund  second  consortium 
into  the  1930s.  These  officially  supported  and  inspired  investment 
plans  failed  to  boost  the  American  investment  stake.  American 
financiers  remained  reluctant  to  make  a  long  term  commitment  to 
China,  especially  in  the  1920s  when  the  bulk  of  previously  made 
loans  went  into  default.  Washington-backed  investment  plans  also 
failed  because  they  were  heavily  freighted  with  political  considera¬ 
tions,  which  sank  precisely  those  investment  plans  that  policymakers 
most  wanted  to  succeed.  Financiers  teamed  with  the  government 
bridled  against  frustratingly  prolonged  and  inconclusive  diplomatic 
negotiations;  their  experience  in  the  long  run  must  have  fortified 
their  resistance  to  the  lures  of  the  China  market.'’^ 

Three  Interpretive  Approaches 

The  cases  dealt  with  above  suggest  certain  strengths  and  weak¬ 
nesses  in  the  several  interpretive  approaches  to  Americans  in  the 
China  market.  The  realists  correctly  .stress  that  many  businessmen 
indulged  in  rhetoric  and  fantasies.  But  in  explaining  their  failure  to 
realize  their  dreams,  the  realists  have  overemphasized  the  diffi¬ 
culties  of  the  China  market.'’-  They  stress  the  limits  on  trade  imposed 
by  low  per  capita  income.  But  both  Standard  Oil  and  the  BAT 
demonstrated  that  the  collective  purchasing  power  of  the  country 
was  great  even  though  individual  income  was  low.  The  realists  also 
stress  that  the  market  was  difficult  to  penetrate  because  China’s 
transportation  system  was  primitive  and  Chinese  tastes  and  business 
methods  unfamiliar.  But  here  again  Standard  and  the  BAT  both 
adapted  themselves  to  Chinese  conditions  and  proved  both  Chinese 
transport  and  Chinese  merchants  satisfactory  means  of  reaching  the 
extensive  interior  market.  The  profits  were  there  for  the  taking  for 
any  businessman  possessed  of  adequate  capital  and  persistence  and 
flexibility  in  reaching  out  to  Chinese  customers.  Finally,  the  realist 
position  exaggerates  the  difficulty  of  doing  business  in  China  by 

William  R.  Braistccl.  “The  United  States  and  the  American  China  Development 
Company,”  Fgt  Eastern  Quarterly,  11  (Fehniary,  1952),  147-165,  and  G.  Kurgan-Van 
Hentenryk,  Leopold  II  ct  les  /•roupes  financiers  helves  cn  Chine:  La  politique  royale  ct  ses 
prolonf^enicnts  (1895-1914)  (Brussels,  1972),  226-254,  436-550,  both  on  the  Hankow- 
Canton  railway  concession  lost  in  1905;  Hunt,  Frontier  Defense,  chaps,  xi-xiv,  on  Taft- 
Knox  financial  diplomacy;  and  Wilson,  American  Business,  202-207,  on  the  second  con¬ 
sortium. 

“  The  realist  case  is  systematically  argued  in  Varg,  “The  Myth  of  the  China  Market,” 
37-43. 

302  BUSINESS  HISTORY  REVIEW 


distorting  economic  nationalism  into  “stubborn,”  “intense,”  and 
“inveterate”  hostility  to  foreign  enterprise.  Once  again,  the  BAT 
and  Standard  experiences  indicate  some  opposition  stemming  from 
a  mixture  of  nationalism  and  economic  self-interest  but  also  con¬ 
siderable  acceptance  from  Chinese  consumers  and  merchants.  Per¬ 
haps  the  explanation  for  the  disappointing  performance  of  Americans 
in  the  China  market  has  less  to  do  with  a  poor,  impenetrable,  and 
hostile  China  than  the  realists  would  have  us  suppose. 

The  Wisconsin  school,  on  the  other  hand,  preoccupied  with 
exploring  the  significance  of  the  pervasive  rhetoric  of  economic 
expansion,  has  in  the  process  slighted  the  is.sue  of  economic  per¬ 
formance.  If  American  businessmen  imagined  China  a  major  market, 
why  did  so  few  follow  up  with  serious  efforts  to  tap  it,  and  why  did 
even  fewer  succeed?  The  Wisconsin  school  historians  cannot  easily 
an.swer  because  they  have  chosen  to  focus  on  the  public  face  of 
business  and  on  the  dramatic  but  insubstantial  projects  of  speculators 
and  economic  adventurers  such  as  James  H.  Wilson  and  Willard 
Straight.  Their  .studies  shed  little  light,  for  example,  on  Standard’s 
solid,  steady  advance  into  the  China  market  or,  on  the  other  hand, 
on  the  demise  of  the  cotton  goods  trade.  Finally,  the  Wisconsin 
school’s  emphasis  on  the  close  links  between  public  policy  and  pri¬ 
vate  interests  may  be  overdone.  The  cases  here  suggest  that  success¬ 
ful  firms  depended  on  the  government  only  within  narrow  limits.  By 
giving  more  credit  to  government  support  than  is  due,  the  Wisconsin 
school  may  ironically  be  underestimating  the  economic  power  of 
American  firms  and  the  importance  of  economic  over  political 
advantage. 

Historians  in  the  People’s  Republic  have  done  a  service  by  their 
reminder  that  American  firms  did  have  major  operations  in  China. 
But  their  conclusions  about  the  deleterious  impact  of  these  firms 
require  careful  examination  on  a  case-by-case  basis  and  must  be 
tempered  by  an  awareness  of  the  complexity  of  the  issue  and  the 
fragmentary  nature  of  the  evidence  that  the  historian  has  to  work 
from.’'*'*  Of  their  charges  against  foreign  firms,  that  of  exploitation  is 
the  most  difficult  to  come  to  grips  with.  Standard,  the  BAT,  and  even 
American  textile  firms  made  money  in  China.  What  is  extraordinary 
in  this  case  is  not  the  repatriation  of  profits  made  in  international 
commerce  but  rather  the  inability  of  the  Chinese  government  under 

“  For  general  challenges  to  the  conclusions  of  this  school,  see  Hou,  Foreign  Investment; 
Hou,  “The  Oppression  Argument  on  Foreign  Investment  in  China,  1895-1937,”  Journal  of 
Asian  Studies,  20  (August,  1961),  435-448;  Andrew  J.  Nathan,  “Imperialism’s  Effects  on 
China,”  Bulletin  of  Concerned  Asian  Scholars,  4  (Decemher,  1972),  3-8;  and  Rhoads 
Murphey,  The  Treaty  Ports  and  China’s  Modernization:  What  Went  Wrong?  (Ann  Arbor, 
Mich.,  1970). 
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the  restraints  of  the  unequal  treaties  to  halt  or  in  some  way  control 
a  drain  that  could  over  the  long  term  have  had  serious  economic 
and  social  repercussions  in  China. 

A  second  charge  leveled  against  American  enterprise  is  that  it 
disrupted  the  Chinese  economy.  Kerosene  displaced  vegetable  oils 
as  an  illuminant.  BAT  drew  peasant  tobacco  growers  into  the  dan¬ 
gerous  net  of  dependency  on  commercial  agriculture.’’^  Imported 
American  cotton  goods  deprived  Chinese  handicraft  producers  of 
a  market  and  hence  of  a  supplementary  source  of  income  that  for 
some  must  have  been  crucial  to  livelihood.’’’’  But  in  the  final  analysis 
it  is  difficult  to  conclude  with  any  assurance  that  disniption  spelled 
net  injury  for  the  Chinese  economy  or  even  for  particular  classes 
of  Chinese. 

For  example,  along  with  imported  cotton  cloth  came  machine- 
spun  yarn  (at  first  manufactured  abroad  and  later  also  in  China). 
Stronger  than  homespun,  machine-spun  yam  revitalized  handicraft 
weaving  and  enabled  it  to  retain  into  the  1920s  a  large  share  of  the 
rural  market  against  competing  machine-made  cloth,  whether  of 
foreign  or  of  domestic  origin.  To  take  another  example,  kerosene 
offered  an  attractive  alternative  to  vegetable  oil  illuminants.  It  gave 
a  stronger  and  steadier  light  and  at  lower  cost,  especially  as  the 
world  market  price  of  vegetable  oils  soared.  Kerosene  lighting  length¬ 
ened  the  work  day  for  many  peasants  engaged  in  handicrafts  during 
the  long  winter  period  of  indoor  confinement.  Growers  of  peanuts 
and  other  vegetable  oil  sources  lost  whatever  cause  for  complaint 
they  had  against  foreign  competition  as  the  export  price  for  their 
crops  climbed  steadily  to  ever  more  attractive  levels.  And  a  growing 
vegetable  oil  trade  kept  processors  busy.  Some  small-scale  processors 
may  have  suffered  as  large-scale  processing  plants,  established  by 
foreign  and  Chinese  capitalists,  took  an  increasing  .share  of  the 
business  along  the  coast  (especially  in  Manchuria,  where  over  half 
the  large-scale,  mechanized  processors  were  located  by  1931). 
However,  in  the  interior  traditional  small-scale  processing  still 
dominated.'’'’’  Merchants  affected  by  the  change  may  have  protected 

For  an  early  and  wide-ranginp  application  to  the  B.^T  of  this  Chinese  critique  of 
foreign  enterprise,  see  Hsi  Ch’ao,  “Ying-Mei  yen  kung-ssii  tui-yii  Chung-kiio  kuo-nu'n 
ching-chi  ti  ch’in-shih”  [BAT  encroachment  on  China’s  national  economy],  in  Chung-kuo 
ching-chi  ch’ing-pao  she,  ed.,  Chunf’-kuo  ching-chi  lun-wen  chi  [Collected  essays  on  the 
Chinese  economy]  (Shanghai,  1936),  first  series,  91-99.  The  recent  treatment  by  Gittings, 
The  World  and  China,  17  30,  is  in  the  same  vein.  By  way  of  comparison,  see  Cochran’s 
(in  “Big  Business  in  China”)  somewhat  more  cautious  conclusions  on  the  BAT’s  impact 
drawn  from  ampler  evidence. 

For  a  discussion  of  the  impact  of  imported  cotton  yam  and  cloth  on  handicrafts,  see 
Myers,  “Cotton  Textile  Handicraft,”  616-625;  Feuerwerker,  “Handicraft  and  Manufactured 
Cotton  Textiles,”  339-348,  373-378;  and  Bruce  L.  Reynolds,  “Weft:  The  Technological 
Sanctuary  of  Chinese  Handspun  Yam,”  Ching-shih  wen-t’i,  3  (December,  1974),  1-19. 

“  Liu  Hu,  “Shih-nien  lai  chih  chih-wu  yu  cha  lien  kung-yeh”  [The  vegetable  oil  ex- 
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themselves  by  shifting  to  kerosene  trade  as  overseas  demand  priced 
vegetable  oil  out  of  their  local  market.  In  sum,  it  is  by  no  means  a 
safe  conclusion  that  the  economic  impact  of  imported  kerosene  was 
uniformly  or  even  substantially  deleterious.  Product  substitution 
and  commercialization  of  agriculture  have  been  commonplace  in 
the  modem  global  economy.  Chinese  historians  may  really  be  re¬ 
acting  less  against  change  and  more  against  the  way  it  was  forced 
upon  China.  Whereas  many  countries  caught  up  in  the  international 
economic  web  had  the  power  to  harness  foreign  trade  to  serve 
national  welfare,  China  under  the  unequal  treaties  could  not. 

Americans  in  the  China  market  face  a  third  charge  —  of  oppressing 
native  Chinese  industry.  The  impact  of  imported  cotton  goods  on 
the  traditional  handicrafts  industry  has  already  been  noted;  how¬ 
ever,  with  respect  to  the  development  of  a  modem  Chinese  textile 
industry,  foreign  imports  posed  no  obstacle.  Chinese  entrepreneurs 
could  enter  the  market  without  fear  of  running  up  against  a  foreign 
monopoly  or  oligopoly.  Their  survival  depended  largely  on  their 
ability  to  maintain  a  price  advantage  over  their  rivals.  The  situa¬ 
tion  was  different  in  the  Chinese  tobacco  and  petroleum  industries. 
The  BAT  got  a  head  start  on  its  Chinese  rivals  and  kept  it.  Standard’s 
control  of  production  and  ability  to  sell  at  a  loss  for  an  extended 
period  posed  a  considerable  threat  to  any  potential  Chinese  kerosene 
distributor.  That  Standard  also  blocked  the  development  of  Chinese 
petroleum  resources  is  a  charge  Chinese  have  repeatedly  made. 
Standard  is  supposed  to  have  sought  control  of  potentially  produc¬ 
tive  areas  simply  to  prevent  their  development  and  to  have  inten¬ 
tionally  minimized,  in  public  at  least,  the  value  of  those  areas.  A 
good  case  can  be  made,  however,  that  Standard  was  not  at  fault. 
Promising  centers  of  production  were  remote  from  centers  of  con¬ 
sumption  and  hence  would  have  involved  transport  costs  that  at  the 
time  were  prohibitive.  Exploratory  well  tests  did  not  encourage 
Standard’s  experts.  And  political  conditions  —  growing  Japanese 
influence  in  north  China  and  hostility  in  Shensi  to  foreign  operations 
—  were  a  further  deterrent.®^  Had  production  in  China  been  feasible. 
Standard  would  probably  have  seized  the  chance  to  develop  an 
Asian  source  of  petroleum  comparable  to  what  Royal  Dutch-Shell 
already  had  in  the  Dutch  East  Indies.  The  ultimate  failure  to  develop 
China’s  oil  resources  seems  to  rest  not  so  much  on  Standard’s  reputed 

tr.'ictin;;  iind  refining  industry  in  the  l.ist  decade],  in  T’an  Hsi-hung,  cd.,  Shih-nicn  lai  chih 
Churif’-kuo  ching-chi  [China's  economy  in  the  last  decade]  (3  vols.;  preface  1948;  Taipei 
reprint),  I,  252. 

Ch’en  Chen,  comp.,  Chung-kuo  chin~tai  kung-yeh  shih  tzu-Uao,  ti-san  chi  [Historical 
materials  on  modem  Chinese  industry,  third  series]  (2  vols.;  Peking,  1961),  1,  649-662; 
Ch’en  Chen,  Chung-kuo  chin-tai  kung-yeh  shih  tzu-liao,  ti-erh  chi,  328. 
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opposition  as  on  China  s  own  lack  of  investment  capital,  technological 
expertise,  and  national  stability.  Once  more  it  is  worth  noting  that 
the  treaties  imposed  by  the  powers  enfeebled  the  Chinese  government 
and  in  this  case  hindered  its  intervention  on  behalf  of  oppressed 
native  producers  and  distributors.  In  fact,  under  the  protection  of 
the  treaties  BAT  and  Standard  developed  such  economic  power, 
easily  translated  into  political  terms,  that  they  were  able  to  deal  with 
the  Chinese  government  nearly  as  equals. 

Chinese  historians,  while  perhaps  overdrawing  the  negative  im¬ 
pact  of  foreign  enterprise,  certainly  do  underrate  the  success  Chinese 
had  in  some  cases  in  meeting  the  challenge.  Foreign  firms  possessed 
undeniable  advantages  derived  from  the  unequal  treaties.  But,  as 
indicated  above,  economic  nationalists  persistently  fought  against 
those  advantages  and  enjoyed  some  notable  successes  in  blunting 
American  economic  penetration.  By  slighting  those  early  efforts, 
Chinese  historians  fail  to  do  justice  to  a  heritage  of  economic  nation¬ 
alism  to  which  the  People’s  Republic  has  fallen  heir. 

Conclusion 

A  number  of  general  conclusions  emerge  from  the  material  pre¬ 
sented  here.  The  China  market  was  not  vast;  neither  was  it  impene¬ 
trable,  however.  The  potential  for  trade  did  exist  for  those  firms  or 
industries  with  an  attractive  product  superior  to  its  competition. 
But  to  realize  a  profit  they  had  to  apply  money  and  effort  in  con¬ 
siderable  quantities.  Government  support,  in  practice  minimal,  ap¬ 
pears  to  have  made  little  difference  to  the  successful,  and  probably 
would  have  given  no  significant  boost  to  those  in  trouble.  The  in¬ 
activity  of  the  American  government,  however,  should  not  over¬ 
shadow  the  importance  of  the  structure  of  the  unequal  treaties 
within  which  American  firms  operated  and  from  which  they  derived 
ample  benefit.  But  the  unequal  treaties  did  not  make  China  an 
economic  tabula  rasa  nor  did  they  render  her  impotent  and  exposed. 
Successful  firms  neither  transformed  nor  seriously  deranged  the 
Chinese  economy.  They  did  have  to  accommodate  themselves  to 
established  Chinese  business  practices,  the  preferences  of  their  cus¬ 
tomers,  and  the  force  of  Chinese  nationalism. 

These  tentative  generalizations  and  the  criticisms  of  the  various 
schools  of  interpretations  outlined  above  suggest  the  need  not  just 
for  more  work  on  Chinese- American  (or  for  that  matter  any  set  of 
bilateral)  economic  relations  but  for  work  with  a  new  focus.  New 
studies  might  look  at  the  social  and  political  as  well  as  the  economic 
impact  of  American  firms  abroad,  including  their  interaction  with 
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foreign  customers,  agents,  and  antagonists.  They  might  gauge  the 
importance  of  United  States  government  policy  and  diplomatic 
protection  to  their  ultimate  success  and,  by  placing  diplomacy  in 
the  framework  of  economic  calculation,  serve  as  a  useful  corrective 
to  the  common  practice  of  looking  at  businessmen  in  a  political 
context.  Finally,  studies  of  this  sort  would  allow  us  to  measure  the 
gap  between  the  rhetoric  of  American  expansion  and  its  reality  as 
well  as  to  evaluate  the  importance  to  business  strategists  of  foreign 
markets  as  a  vent  for  excess  production. 

A  new  focus  will  require  not  only  new  questions  but  new  sources. 
To  understand  what  made  major  business  firms  and  figures  tick  we 
must  look  to  business  archives,  the  papers  of  directors  and  agents, 
and  business  histories  as  well  as  to  the  more  familiar  government 
documents  and  papers  of  public  men.  Recent  studies  strongly  suggest 
that  such  an  approach  can  lead  to  fresh  perspectives.'’'*  But  problems 
remain.  Some  sources  are  undoubtedly  lost,  and  others  may  long 
remain  inaccessible.  Some  topics,  to  be  studied  at  all,  may  have  to 
be  approached  tangentially.  For  example,  Cochran  in  his  work  on 
the  BAT  had  access  to  only  a  limited  body  of  material  originating 
with  that  company.  However,  the  published  private  papers  of  BAT’s 
chief  Chinese  rival,  the  Nanyang  Brothers,  enabled  him  to  follow 
BAT  operations  in  China  in  considerable  detail.'’”  To  make  the  most 
of  these  sources  we  need  students  with  a  variety  of  skills.  While  the 
diplomatic  historian  can  adequately  deal  with  a  businessman  as  an 
actor  in  the  foreign  policy  arena  or  as  one  of  the  voices  of  public 
opinion,  the  skills  of  the  economic  historian  are  necessary  to  develop 
a  fully  rounded  picture  of  the  businessman  as  an  active  participant 
in  the  contest  for  overseas  markets.  Furthermore,  skills  in  area  studies 
are  necessary  to  tackle  the  kinds  of  questions  regarding  overseas 
impact  raised  most  pointedly  here  by  Chinese  historians.  The  chal¬ 
lenge  of  combining  these  approaches  —  as  applicable  to  other  parts 
of  the  world  as  to  China  —  is  great,  but  the  rewards  of  a  fuller 
understanding  of  the  powerful  economic  component  in  American 
foreign  relations  should  be  even  greater. 

■'•’‘In  addition  to  the  works  by  Cochran  (“Big  Business  in  China”)  and  Wilkins 
( “Emergt'ncr*  of  Multinational  Enterprise”)  cited  above,  see  Mira  Wilkins,  The  Ma- 
turinf'  of  MuUinationnl  Enterprise:  American  Business  Abroad  from  1914  to  1970  (Cam¬ 
bridge,  Nbass.,  1974);  William  H.  Becker,  “American  Manufacturers  and  Foreign  Markets, 
1870  -1900;  Business  Historians  and  the  ‘New  Economic  Determinists,’ "  Business  History 
Bedew,  47  (Winter,  1973),  466-481;  and  Becker,  “Foreign  Markets  for  Iron  and 
Steel,  1893  1913:  A  New  Perspective  on  the  Williams  School  of  Diplomatic  History,”  and 
his  exchange  with  Harold  Schonberger,  Pacific  Historical  Bedew,  44  (May,  1975), 
233  262. 

Chung-kuo  k’o-hsiieh  yiian,  Shang-hai  ching-chi  yen-chiu  so,  and  Shang-hai  she-hui 
k’o-hsiieh  yiian,  ching-chi  yen-chiu  so,  comps.,  \an-yang  hsiung-ti  yen-ts'ao  kung-ssu 
shih-liao  [Historical  materials  on  the  Nanyang  Brothers  Tobacco  Company]  (Shanghai, 
1958). 
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Machines,  Markets,  and  Labor: 

The  Carriage  and  Wagon  Industry  in 
Late-Nineteenth-Century  Cincinnati* 

C  Students  of  the  innovative  process  in  American  manufacturing  have 
emphasized  the  scarcity  of  labor  and  the  consequent  need  for  labor-sav¬ 
ing  machines.  In  the  late  nineteenth  century  one  of  the  country’s  largest 
manufacturing  industries  teas  the  production  of  carriages,  which,  in  its 
most  important  center,  Cincinnati,  was  organized  on  a  mass  production 
basis.  But  Professor  Duggan  finds  that  problems  of  the  quantity  and 
quality  of  labor  were  secondary  in  carriage  factories,  compared  to  other 
factors  such  as  fuel  costs,  factory  space,  and  the  need  to  stabilize  the 
quality  and  price  of  vehicles  marketed  by  the  industry  as  a  whole. 

In  1850,  world  economic  power  rested  unquestionably  in  the 
British  Isles.  Even  before  stretching  out  to  build  an  empire,  Britain 
had  surpassed  all  other  countries  through  its  early  lead  in  industrial¬ 
ization  and  its  predominance  in  iron,  coal,  and  textiles,  the  most  vital 
sectors  of  growth.  Yet,  by  the  early  twentieth  century,  the  United 
States  had  supplanted  Britain  and  other  rapidly  growing  countries 
of  Western  Europe  in  established  industries  as  well  as  in  newer 
activities  such  as  steel,  electricity,  and  mechanical  goods. ^ 

Scholars  have  offered  many  reasons  to  explain  this  American 
phenomenon.  Most  recently  attention  has  focused  on  technological 
change.  In  his  labor  supply  hypothesis,  H.  J.  Ilabakkuk  has  developed 
a  comprehensive  interpretation,  which  runs  as  follows:-  To  under- 

Busincss  History  Beview,  Vol.  LI,  No.  3  (Auhinin,  1977).  Copyright  ©  The  President 
and  Fellows  of  Harvard  College. 

*  I  wish  to  acknowledge  the  assistance  of  a  Grant-in-Aid  from  the  Eleiitherian  Mills- 
Hagley  Foundation  for  Spring  1974,  the  generous  interest  of  Mr.  Gene  Ferguson  of  the 
Foundation  and  the  University  of  Delaware,  and  the  incisive  comments  of  the  referee.  Earlier 
versions  of  this  paper  were  delivered  at  the  Eighteenth  Annual  Missouri  Valley  History 
Conference,  University  of  Nebraska  at  Omaha,  March  1975,  and  at  the  Duquesne  History 
Forum,  October  1976. 

'  J.  R.  T.  Hughes,  Industrialization  and  Economic  History  (New  York,  1970),  135-136. 

°  In  his  serr.inal  work,  Habakkuk  argued  his  point  particularly  for  the  early  nineteenth 
century.  Althrugh  noting  that  the  labor  supply  situation  in  both  Britain  and  the  United  States 
changed  somewhat  later  in  the  century,  he  nonetheless  felt  that  basic  differences  continued 
to  exist.  H.  J.  Habakkuk,  American  and  British  Technology  in  the  Nineteenth  Century  (Lon¬ 
don,  1962),  Ch:  4-6. 


stand  economic  growth,  we  must  understand  what  motivated  entre¬ 
preneurs  to  innovate.  Great  Britain,  as  the  world’s  economic  leader 
in  the  nineteenth  century,  and  the  United  States,  as  the  world’s  most 
rapidly  growing  economy,  are  cases  in  point.  Entrepreneurs  in  both 
countries  innovated  for  many  reasons  but  the  crucial  difference 
between  them  was  in  labor  supply.  The  United  States  had  much 
skilled  labor  because  education  was  available  and  barriers  to  occupa¬ 
tions  were  few.  However,  the  United  States  suffered  a  much  greater 
relative  shortage  of  unskilled  labor  because  workers  could  find  jobs 
easily,  especially  in  farming.  Responding  to  this  shortage  of  unskilled 
labor,  American  employers  avidly  adopted  labor-saving  technology 
that  ultimately  pulled  the  United  States  ahead  of  Great  Britain. 

This  hypothesis,  that  labor  shortage  stimulated  more  rapid  tech¬ 
nological  change  in  the  United  States,  has  spawned  perceptive  criti¬ 
cism.  Some  authors  find  the  argument  compelling  but  applicable 
only  to  skilled  rather  than  unskilled  labor.  Others  have  dismissed  the 
argument  for  lacking  theoretical  or  empirical  ju.stification.  To  a  large 
number,  however,  Habakkuk’s  train  of  thought  has  provided  a  com¬ 
prehensive  framework  for  understanding  differences  in  Anglo- 
American  economic  growth.  The  questions  that  need  resolving  lend 
themselves  to  case  studies.  To  determine  why  managers  sought  new 
technologies,  we  .should  look  at  a  rapidly  growing  industry  in  a 
rapidly  growing  area.  In  such  an  environment,  only  managers  who 
made  the  right  decisions  would  thrive. 

Charged  by  a  joint  resolution  of  Congress  in  1894  to  investigate 
“whether  changes  in  the  creative  cost  of  products  are  due  to  a  lack 
or  a  surplus  of  labor  or  to  the  introduction  of  power  machinery,” 
Commissioner  of  Labor  Carroll  D.  Wright  undertook  extensive  studies 
of  labor  and  technological  change.  His  research  swept  comprehen¬ 
sively,  covering  not  only  broad  sectors  such  as  agriculture  and  trans¬ 
portation,  but  also  narrow  fields  within  manufacturing.  He  analyzed 
84  separate  manufacturing  industries,  for  a  total  of  88  activities 
covering  672  separate  pieces  of  production.  He  found  the  carriage 
and  wagon  industry  especially  advanced.  So  important  was  this 
industry  in  Wright’s  study,  that  carriage  and  wagon  materials  com¬ 
prised  40  of  the  672  units  studied,  more  than  any  other  industry.^ 
The  industry  ranked  high  economically  as  well  as  technologically. 
By  1905,  carriage  and  wagon  making  occupied  60,722  workers  in 
4956  establishments  producing  $125,332,976  worth  of  goods.  Value 
of  product  doubled  in  twenty-five  years.  Because  of  the  diversity  of 
components,  the  industry  sent  pervasive  backward  linkages  into  the 


’  Thirteenth  Annual  Report  of  the  Commissioner  of  Labor,  1898.  Vol.  I,  5,  14,  and  160. 
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economy.  Among  supplies  needed  were  axles,  glass,  lamps,  leather, 
lumber,  machinery,  paint,  springs,  and  tops.^ 

Beginning  in  the  1870s  mechanization  led  to  a  radical  transforma¬ 
tion  of  production  techniques  that  spurred  the  industry  for  the  rest 
of  the  century.  In  1865  a  woodworker  used  augers,  chisels,  and  a 
maul  to  cut  tenons  by  hand,  but  in  1895  a  tenoner  used  a  tenoning 
machine.  Within  the  same  years,  a  dashboard  stitcher  using  a  special 
machine  replaced  the  trimmer  who  used  needle  and  awl.  In  1865 
every  step  in  buggy-making  was  done  by  hand.  Within  thirty  years 
most  steps  were  done  by  machine.’’  Such  a  leap  in  the  use  of  power 
occurred  primarily  because  of  developments  in  metal  working.  By 
the  turn  of  the  century,  according  to  Wright:  “Most  of  the  articles 
included  in  this  industry  were  made  of  iron  or  steel,  and  the  hand 
work  was  largely  performed  by  blacksmiths.  The  machine  work  was 
done  by  machines  now  common  to  the  iron  industry,  such  as  power 
shears,  drops  and  dies,  trip  hammers,  trimming  machines,  automatic 
machines  for  bolts,  etc.” 


The  Cincinnati  Carriage  Industry 

Among  the  several  centers  of  carriage  and  wagon  production, 
Cincinnati,  Ohio,  stood  prominently.  The  city  grew  from  fewer  than 
1,000  persons  in  1800  to  161,000  by  1860,  and  the  labor  force  doubled 
from  the  Civil  War  to  1900."  So  many  immigrants  flooded  in  from 
Britain,  Western  Europe,  and  other  parts  of  America  that  as  early 
as  1850  only  about  half  the  residents  of  the  city  had  been  bom  in  the 
United  States.  Germany  and  Ireland  alone  supplied  about  40  per  cent 
of  the  population.  The  largest  city  west  of  the  Alleghenies  by  1860, 
Cincinnati  developed  an  international  reputation  in  machine  goods 
and  other  industrial  wares  throughout  the  rest  of  the  century.  Serving 
the  booming  farm  market,  Cincinnati  ranked  first  in  the  nation  in 
value  of  product  in  carriages  and  wagons,  followed  by  New  York, 
Philadelphia,  and  Chicago.^  In  1891  Cincinnati  was  so  far  ahead  that 


‘  Special  Report,  U.S.  Census  Office,  Manufactures,  1905,  pt.  IV,  310;  U.S.  Census  of 
Manufactures,  1880,  xvii;  see  lists  of  advertisers,  such  as  those  in  The  Hub,  September  1891, 
xiii. 

'•  Ernest  I.  Miller,  “The  Death  of  an  Industry,”  Bulletin  of  Historical  and  Philosophical 
Society  of  Ohio  (January  1954),  18—19.  The  coming  of  the  automobile  quashed  this  growth 
in  the  early  twentieth  century.  Thirteenth  Report,  1898,  Vol.  II,  714—721. 

*  Thirteenth  Report,  1898,  Vol.  I,  159. 

’  H.  Perloff,  et  al..  Regions,  Resources,  and  Economic  Growth,  (Lincoln,  Neb.,  1960), 
118;  U.S.  Census  of  Manufactures,  1860,  1900. 

"  J.  D.  B.  De  Bow,  Statistical  View  of  the  United  States,  399;  for  greater  detail,  see 
Edward  P.  Duggan  “Labor  Supply  and  Technological  Change  in  the  Nineteenth  Century;  A 
Comparison  of  Cincinnati  and  Birmingham,  England,”  Bulletin  of  the  Cincinnati  Historical 
Society  (Winter  1973),  263  284;  U.S.  Census  of  Manufactures,  1880,  xxvi. 
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its  carriage  and  wagon  manufacturers  generated  more  than  twice  as 
much  in  aggregate  value  as  second-ranked  New  York.  So  diversified 
was  the  city’s  industrial  base,  however,  that  such  production  ranked 
fifth  behind  men’s  clothing,  slaughtering,  foundries,  and  distilled 
liquors  in  Cincinnati’s  overall  output. 

Technological  change  certainly  reduced  costs.  Cincinnati  pro¬ 
ducers  succeeded  almost  too  well  in  reducing  prices,  for  by  the  1880s 
the  term  “Cincinnati  work”  had  begun  to  take  on  cheap  connotations. 
Nonetheless,  low  cost  vehicles  were  enormously  successful.  A  survey 
of  Cincinnati  carriage  and  wagon  manufacturers  published  in  1891 
showed  that  buggies  and  phaetons  for  two  costing  less  than  $100 
numbered  86,615  of  the  115,672  carriages  and  wagons  produced. 
Road  carts,  including  skeleton  carts  and  all  carts  costing  less  than 
$25  accounted  for  another  9,161.  Not  surprisingly,  Cincinnati  pio¬ 
neered  in  making  the  woodworking  and  other  machinery  that 
allowed  such  mass  production.  A  buggy  that  cost  $45.67  in  labor  to 
produce  by  hand  in  1865  cost  only  $8.10  in  labor  to  produce  by 
machine  thirty  years  later.  Yet,  the  machine-made  item  required 
more  workers:  116  versus  6.  The  number  of  operations  performed 
increased  slightly,  from  64  to  72,  with  machines,  but  the  time  re¬ 
quired  dropped  drastically  from  just  over  200  hours  to  just  under  40.® 
It  is  not  clear  that  labor  shortages  prompted  such  changes.  In 
reporting  to  Congress,  Wright  himself  observed  that: 

There  would  be  no  quarrel  with  the  conclusion  that  machinery  tends  to 
lower  the  cost  of  prodiiction,  and  when  it  is  known  that  under  the  machine 
method  there  is,  as  a  rule,  an  increased  demand  for  labor,  the  bearing  of 
the  supply  of  labor  becomes  problematical.  Sometimes  there  is  a  lack, 
oftentimes  there  is  a  surplus,  of  labor.  The  causes  of  the  changes  in  cost 
are  therefore  involved.  ...  It  is  evident  from  an  examination  of  the  statis¬ 
tics  presented  in  this  report . .  .  that  there  has  been  a  larger  increase  in  the 
number  of  persons  required  for  the  production  of  the  articles  considered, 
in  order  to  meet  present  demands,  than  would  have  been  necessary  to 
meet  the  limited  demands  under  the  hand-labor  system.**’ 

Innovations  in  the  carriage  and  wagon  industry  nationally  seemed 
most  heavily  directed  to  minimizing  production  time  rather  than 
saving  skilled  labor  per  se,  for  many  developments  depended  on 
skilled  labor.  Changes  were  complex  and  extensive,  affecting  pro¬ 
duction  directly  and  indirectly.  For  example,  because  of  higher  prod- 


*  The  Hub,  November  1891,  387;  V.S.  Census  of  Manufactures,  1880,  xxvii;  The  Hub, 
July  1,  1883,  234,  and  The  Hub,  November  1891,  387;  Miller,  “Industry,"  19;  Thirteenth 
Report,  1898,  Vol.  1,  36-37. 

Thirteenth  Report,  1898,  Vol.  1,  5—7. 
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uct  quality,  less  handling,  and  more  highly  skilled  workmen,  time 
required  to  clean  dashboards  dropped  from  25  hours  for  the  hand¬ 
made  item  to  two  hours  for  the  machine-made  product.  More  direct 
operations  also  improved.  For  example,  machines  could  make  felly 
plates,  which  strengthened  wheels,  46  times  faster  than  men,  partly 
because  steam  shears,  in  a  sub-process,  could  cut  plates  177  times 
faster  than  blacksmith’s  tools.  Even  with  complex  products,  such  as 
fifth  wheels,  which  acted  as  pivots  for  front  wheels,  mechanization 
reduced  production  to  one-twelfth  hand  wrought  time.  With  such 
progress  some  traditional  job  functions  changed  drastically  in  na¬ 
ture.  Thus,  workers  still  used  blacksmith’s  tools  for  levelling  and 
truing,  but  the  task  took  one-twentieth  of  the  time  previously  re¬ 
quired  because  of  the  quality  of  preceding  machine  operations,  such 
as  forging  and  welding.  Further,  making  fifth  wheels  by  machine 
eliminated  the  many  hours  of  smoothing  and  finishing  needed  for 
the  hand-made  product." 

Within  the  carriage  and  wagon  industry,  productivity  grew  most 
rapidly  in  making  the  bolts  that  fastened  the  tire  to  the  wheel. 
Machine  methods  operated  284  times  faster  than  hand  methods. 
Despite  the  absolute  and  relative  savings  of  labor,  however,  the 
newer  process  created  new  functions  and  occupations.  Services 
of  a  machinist,  foreman,  engineering  fireman,  and  watchman  claimed 
over  10  per  cent  of  production  time  in  the  mechanized  system.  Old 
trades  were  also  upgraded.  Thus,  factory  organizations  and  higher 
skill  requirements  produced  better  work  among  sleigh  painters.^^ 

Such  mixed  conclusions  for  industry  nationally  have  their  counter¬ 
part  in  Cincinnati  industry,  as  illustrated  in  the  following  tables: 


Table  I 

Carriages  and  Wagons:  Hamilton  County  (1860) 
AND  Cincinnati  (1880,  1900)^  Aggregate  Data 


Year  Capital 

Materials 

Numlier  of 
Workers 

Wages 

Value  of  Product 

1860*  $  264,037 

$  212,402 

616 

$  2.32,488 

$  630,781 

1880  1,252,131 

3,061,264 

3,297 

1,207,319 

5,287,113 

1900  3,488,763 

3,652,808 

2,147 

1,116,426 

6,096,108 

Sourrej;  U.S.  Censuses  of  Manufacturing,  1860,  1880,  1900. 

Notes:  ^  Not  including  separate  census  classifications  for  makers  of  carriage  components. 
*  Carriages  and  wagons  added  together  from  separate  census  listings. 


Thirteenth  Report,  1898.  Vol.  I,  163-164. 
'•  Thirteenth  Report,  1898,  Vol.  1,  169,  175. 
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Table  II 

Wage  Share,  Average  Wages,  and  Capital  Intensity; 
Carriages  and  Wagons  and  All  Industry  in  Hamilton 
County  (I860)  and  Cincinnati  (1800,  1900)' 


Wage  Share 

(Wage/ Value  of  Average  Wages  Capital  Intensity 

Product )  ( Annual )  ( Capital/Workers ) 


Year 

C&W  All 

Indus. 

C&W  All  Indus. 

C&W 

All  Indus. 

1860“ 

.369 

.185 

$377.42 

$287.23 

$  428.23 

$  627.19 

1880 

.228 

.186 

366.19 

358.67 

379.78 

926.92 

1900 

.183 

.172 

519.99 

429.93 

1,624.95 

1,732.80 

Sources;  U.S.  Censuses  of  Manufacturing,  1860,  1880,  1900. 

Sotes;  '  Not  including  separate  census  classifications  for  makers  of  carriage  components. 
=*  Carriages  and  wagons  added  together  from  separate  census  listings. 


Table  II  provides  especially  interesting  insights.  Despite  very  deep, 
rapid  mechanization,  Cincinnati  industry  as  a  whole  often  remained 
little  changed  structurally.  The  wage  share  for  all  industry  scarcely 
changed  at  all,  hovering  at  less  than  a  fifth  of  the  total  value  of 
product.  The  amount  of  capital  per  worker  nearly  tripled,  however, 
while  wages  increased  by  about  50  per  cent.  The  carriage  and 
wagon  industry  took  a  somewhat  different  course.  Wage  share 
dropped  most  dramatically  from  1860  to  1880,  when  the  industry 
converted  from  custom  to  mass  assembly  production.  The  industry’s 
average  wages  fell  as  semiskilled  and  unskilled  workers  replaced 
craftsmen,  but  capital  intensity  also  declined.  In  the  next  twenty 
years,  however,  capital  intensity  in  this  industry  grew  enormously, 
wages  increased  substantially,  and  the  wage  share  fell  slightly  to 
near  parity  with  the  overall  city  average.  For  both  the  carriage  and 
wagon  industry  and  all  city  industries  as  a  whole,  hefty  boosts  in 
capital  intensity  scarcely  changed  the  wage  share.  Wright’s  obser¬ 
vations  about  the  lack  of  displacement  due  to  technological  change 
and,  indeed,  the  lack  of  any  systematic  relationships  between  labor 
and  technological  change  seem  borne  out. 


Capital  Ratios  in  the  Carriage  Industry 

The  study  of  capital  provides  helpful  clues  into  the  nature  of 
mechanization.  We  would  expect  a  technologically  advanced  indus¬ 
try  almost  by  definition  to  rest  heavily  on  its  plant  and  equipment. 
Workers  would  stand  deep  in  sophisticated,  expensive  machinery. 
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Comprehensive  studies  of  capital  in  the  carriage  and  wagon  industry 
came  rather  late  in  the  century.  Continually  lobbying  the  Census 
OflBce  for  better  data,  the  Carriage  Builders  National  Association 
finally  published  a  detailed  survey  in  1891.  Its  conclusions  are 
surprising.  Production  equipment  took  up  only  a  small  proportion 
of  total  capital.  In  1890  each  worker  in  the  Cincinnati  carriage  and 
wagon  industry  worked  with  $1,347  in  capital.  However,  machinery, 
tools,  and  implements  accounted  for  only  $76,  or  about  6  per  cent 
of  the  total.  By  far  the  most  important  form  ($504  per  worker,  or 
37  per  cent  of  the  total )  was  trade  capital,  that  is,  cash  in  hand,  bills 
receivable,  unsettled  ledger  accounts,  and  sundries  not  elsewhere 
accounted  for.  Buildings  were  only  6  per  cent  of  total  capital,  raw 
materials  11  per  cent,  and  stock  in  process  and  finished  goods  in 
hand  14  per  cent.  Land  and  value  of  property  hired  took  up  the  rest.*^ 
A  glance  at  Cincinnati  in  1900  suggests  that  machinery,  tools,  and 
implements  contributed  surprisingly  less  than  other  forms  of  capital, 
especially  trade  capital,  to  industrialization.  Machinery,  tools,  and 
implements  comprised  just  over  a  fifth  of  all  capital  for  all  industries 
but  did  not  figure  large  for  carriages  and  wagons  (4.5  per  cent)  or 
for  several  other  major  Cincinnati  industries:  men’s  factory-produced 
clothing  (1.2  per  cent),  wholesale  slaughtering  and  meat  packing 
(11.7  per  cent),  distilled  liquors  (7.2  per  cent),  malt  liquors  (18.8 
per  cent).  Such  technology  seemed  more  important  for  a  diverse 
group  of  industries:  foundry  and  machine  shop  products  (30.8  per 
cent),  newspaper  and  periodical  printing  and  publishing  (44.7  per 
cent),  and  bread  and  other  bakery  products  (58.6  per  cent),  for 
example.  Cash  and  sundries  accounted  for  78  per  cent  of  capital  for 
carriages  and  wagons  versus  57  per  cent  for  all  industries.^^ 

With  much  more  money  tied  up  in  trade  than  in  production, 
managers  had  a  clear  incentive  to  keep  commerce  flowing  smoothly, 
minimizing  financing,  inventory,  and  receivables  and  maximizing 
the  market.  After  all,  in  1900  Cincinnati  carriage  and  wagon  mana¬ 
gers  had  two-and-one  half  times  as  much  money  committed  to  cash 
and  sundries  as  to  wages.^'*  Managers  had  more  to  worry  about  than 
production  and,  within  production,  more  to  worry  about  than  labor 
supply.  Still,  using  such  aggregate  data  we  remain  one  step  removed 
from  the  decision-makers.  We  must  ask  of  the  participants  more 
directly:  Did  Cincinnati  carriage  builders  concern  themselves  with 
plans  to  eliminate  labor?  Did  they  continually  discuss  union  work 

The  Hub,  November  1891,  396;  calculated  from  The  Hub,  November  1891, 387. 

’•  Calculated  from  U.S.  Census  of  Manufactures,  1900,  Vol.  VIII. 

17.S.  Census  of  Manufactures,  1900,  Vol.  VIII. 
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rules,  skilled  labor  shortages,  unskilled  labor  shortages,  or  rapidly 
rising  wages? 


Day-to-Day  Decisions 

To  sense  decisions  in  the  making,  we  must  hear  decision-makers 
speaking,  mulling  over  their  opinions,  chancing  a  hazard  here, 
retreating  from  a  bad  experiment  there.  Through  trade  journals, 
employers  and  employees  could  see  new  technical  designs,  learn  new 
methods  of  producing  or  marketing,  and  ponder  decisions  being 
made  by  colleagues  elsewhere  in  the  nation.  Mechanics  could  im¬ 
merse  themselves  in  shop  talk  about  the  paint,  trim,  or  other  depart¬ 
ments.  Executives  could  keep  a  watch  on  railroad  shipping  rates  and 
fashion  changes.  Dealers  could  learn  of  the  latest  progress  in  their 
interminable  battle  with  manufacturers  and  with  marginal  operators 
who  flooded  markets  with  low-cost  vehicles.  Because  trade  journals 
in  the  carriage  industry  sought  wide  audiences,  cultivating  both 
labor  and  management,  labor-saving  innovations  generally  received 
non-partisan  coverage. 

The  Hub,  a  major  carriage  journal  that  later  served  the  auto 
industry,  commissioned  a  reporter  in  1886  to  describe  Hiram  W. 
Davis  &  Company  of  Cincinnati  whose  350  employees  produced 
20,000  vehicles  a  year  in  a  multi-story  plant."’  The  process  of  carriage 
building  began  with  the  preparation  of  panels,  framework,  and 
gearing,  largely  by  machines,  in  the  main  woodshop.  When  finished, 
materials  were  wheeled  to  a  dry-house  for  ten  days  of  seasoning, 
then  sent  off  to  various  other  parts  of  the  woodshop  for  assembly 
into  bodies  and  gears.  The  materials  then  went  to  the  smith  shop  for 
ironing.  Located  on  the  same  basement  floor  as  the  boiler  room  and 
a  200-horsepower  engine,  the  shop  housed  50  fires  and  much  ma¬ 
chinery.  Bodies  and  gear  next  moved  by  elevator  to  the  paint  shop 
on  the  third  floor  where  the  body  was  split  off  from  the  gear  and 
received  coats  of  lead,  rough  stuffing,  color,  color-varnish,  and  rub¬ 
bing  varnish.  After  varnishing,  bodies  were  racked  in  a  special  drying 
room  for  30  days,  along  with  gears  and  wheels.  If  appropriate,  some 
bodies  went  to  the  trim  shop  before  final  varnishing.  After  drying, 
the  parts  moved  by  elevator  downstairs  where  they  were  assembled 
and  checked  against  original  orders.  The  completed  buggy  was 
crated,  transported  to  the  railway  station,  and  shipped. 

The  reporter  who  described  this  process  underscored  several 


'•  The  Hub,  May  1,  1886,  112, 113. 
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points.  The  entire  operation  was  quite  routine.  Although  skilled 
workers  did  much  of  the  work,  the  final  product  was  assembled 
quickly,  suggesting  little  room  for  personal  flair  in  machining,  wood¬ 
cutting,  or  any  other  part  of  the  process.  The  operation,  moreover, 
was  tightly  controlled,  with  order  slips  and  process  slips  cross¬ 
checked  to  make  sure  that  parts  tallied.  Architecture  contributed 
much  to  productivity,  for  the  multistorv  building  was  designed  for 
well-integrated  work  flow,  and  operations  generally  proceeded  so 
routinely  that  management  could  concentrate  on  other  problems, 
such  as  marketing.  Indeed,  another  Cincinnati  producer,  T.  T.  Hay- 
dock,  considered  marketing  of  utmost  importance.  He  watched  crop 
reports  carefully,  for  e.xamplc,  explaining  that  each  of  the  150,000 
new  farms  forming  each  year  would  need  at  least  one  buggy.*^  By 
the  1880s  production  in  the  bigger  plants  largely  meant  assembly 
according  to  well-established  practices.  The  task  was  left  to  super¬ 
visors,  not  executives,  and  production  bottlenecks  such  as  labor  or 
materials  shortages  seldom  were  a  problem. 

The  Supply  of  Skilled  Labor 

Although  labor  in  general  seems  to  have  abounded,  were  critical 
skills  in  short  supply?  Did  managers  seek  skilled  machines  to  relieve 
their  dependence  on  skilled  men?  Despite  the  lack  of  a  common 
definition  of  “skill,”  the  record  docs  not  suggest  that  such  was  the 
case.  Skilled  work  seemed  at  the  time  to  imply  not  deep  specializa¬ 
tion  but  general  competence  in  several  tasks.  Thus,  a  .skilled  worker 
could  perform  all  types  of  work  in  a  department,  including,  pre¬ 
sumably,  maintenance,  repair,  and  parts  forming.  A  good  carriage 
builder  could  handle  several  types  of  supplies,  such  as  iron,  varnish, 
cloth,  and  leather  and  could  devise  substitutes.  Developing  several 
generalized  skills  took  much  time,  however,  and  the  relatively  few 
workers  who  had  them  often  became  designers  and  builders  who 
flowed  into  management.  Large  shops  engaged  such  persons  mainly 
as  department  heads  supervising  more  narrowly  trained  semi-skilled 
workers.'*’ 

Opportunities  to  train  skilled  workers  seemed  plentiful  enough, 
although  the  thrust  shifted  from  on-the-job  to  school  training  late  in 
the  century.  The  apprenticeship  system  drew  much  attention  in  the 
trade  press.  In  a  contrived  dialogue  publi.shed  in  The  Hub,  two 
partners  in  a  carriage  business  observed  how  machines  had  replaced 

!•  The  Hub,  July  1,  188;3,  283-234. 

The  Hub,  Xovcnibcr  1907,  270;  September  1891,  284. 
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boys  in  doing  rough  work,  such  as  panel-planing,  wedge-making,  and 
grindstone-making.  Many  of  the  remaining  apprentices  in  the  trade 
often  left  their  positions  for  full-time  jobs  after  mastering  only  basic 
tools.  The  commentators  agreed  that  school  technical  programs 
should  replace  apprenticeships.  Anxious  to  keep  the  industry  sup¬ 
plied  with  skilled  workers,  the  Carriage  Builders  National  Associa¬ 
tion  set  up  a  Committee  on  Technical  Education  and  subsequently 
a  Technical  School  in  New  York.  Providing  day,  evening,  and 
correspondence  courses,  the  school  sought  to  produce  very  skilled, 
adaptable  workmen,  with  a  general  knowledge  of  the  trade.  The 
Committee  also  lobbied  to  have  drawing  and  geometry  taught  earlier 
in  high  school  years,  before  many  mechanically  inclined  students 
dropped  out.^‘* 

Cincinnati  residents  were  concerned  enough  about  skills  to  invest 
much  in  themselves.  By  1870,  public  investment  in  technical  educa¬ 
tion  threatened  the  private  Mechanics  Institute,  founded  in  1828,  as 
drawing  classes  in  the  public  schools  led  to  a  sharp  enrollment 
decline  in  the  Institute’s  School  of  Design,  for  example. 

Even  before  1850,  the  city  had  several  organizations  devoted  to 
general  and  vocational  education,  both  formal  and  informal.  Such 
institutions  included  Cincinnati  University  (1806),  the  Circulating 
Library  Society  (1814),  the  Reading  Room  (1818),  the  Society  for 
the  Promotion  of  Agriculture,  Manufactures,  and  Domestic  Economy 
(1819),  and  the  Apprentices’  Library  (1821).  The  public  schools 
registered  almost  28,000  students  by  1870.  Thus,  Cincinnati  residents 
seemed  anxious  to  provide  talented  human  resources  for  employers. 

Skilled  labor  did  not  seem  unduly  scarce.  Carriage  builders 
throughout  the  nation  and  in  Cincinnati  rarely  complained  of  high 
labor  costs  nor  did  they  use  technological  displacement  as  a  weapon 
in  collective  bargaining.  Indeed,  the  trade  journal,  Carriap^e  World, 
remarked  with  satisfaction  that  American  carriage  labor  consumed 
twice  the  percentage  of  total  costs  as  British  workers.  However 
fuzzy  its  economic  logic,  the  publication  argued  that  more  talented 
American  labor  deserved  the  difference.  Trade  papers  noted  the 
inflow  of  skilled  foreigners.”” 

In  the  turbulent  national  labor  climate  of  the  late  nineteenth 

>•  The  Hub.  June  1,  1883,  164;  July  1894,  266;  June  1,  1883,  164. 

”  Dana  B.  Harmel,  “A  History  of  the  Ohio  Mechanics  Institute,  Cincinnati,  Ohio” 
(Doctoral  dissertation.  University  of  Cincinnati,  1962),  45;  John  J.  Rowe,  “Cincinnati’s  Early 
Cultural  and  Educational  Enterprise,”  Bulletin  of  the  Historical  and  Philosophical  Society  of 
Ohio  (July,  1950),  211-216,  October  1950,  304  310;  Common  Schools  of  Cincinnati, 
Fortieth  Annual  Report:  Handbook  for  School  Year  Ending  June  30,  1870  138;  Carriage 
World,  May  1890,  7.  Miller  reports  an  extensive  strike  in  1901-1902,  “Industry,”  23-24. 
The  Hub.  June  1887,  170. 

318  BUSINESS  HISTORY  REVIEW 


century,  Cincinnati  seemed  relatively  stable,  although  the  commu¬ 
nity  did  not  evolve  from  town  to  metropolis  without  pain.  Chamber  of 
Commerce  reports  rarely  mentioned  labor  difficulties  or  even  labor 
as  a  motive  behind  technological  change.  Indeed,  in  1900  the  Cham¬ 
ber  included  harmonious  labor  relations  among  several  reasons  for 
manufacturing  growth  in  the  city.  The  organization  had  earlier 
credited  both  highly  skilled  labor  and  labor-saving  machinery,  along 
with  accessible  raw  materials,  for  growth  in  carriage  making. 

It  is  not  clear  why  Cincinnati  had  relatively  little  sparring  at  work: 
perhaps  a  low  cost  of  living  relative  to  incomes,  or  the  proximity  of 
crowded  labor  markets  in  the  South,  or  an  ethnically  more  homoge¬ 
neous  community.  In  any  case,  Cincinnati  businessmen  had  good 
reason  to  show  little  vitriol  in  labor  matters.  In  a  close  study  of  the 
machine  tool  industry,  George  Wing  argued  that  Cincinnati  bene¬ 
fited  greatly  from  its  position  as  the  earliest  Western  manufacturing 
center  and  from  a  skilled  labor  supply  costing  10  to  15  per  cent 
less  than  in  Eastern  centers,  such  as  Philadelphia  and  Boston.  From 
1891  to  1915  Cinc’:  nati  machinists  earned  18  per  cent  less  per  hour 
than  those  in  Boston  and  9  per  cent  less  than  those  in  Philadelphia, 
working  two  hours  a  week  longer  than  in  Boston  and  one  hour 
longer  than  in  Philadelphia.  Cincinnati  also  had  greater  downward 
flexibility  in  wages  than  Boston,  suggesting  to  Wing  a  lack  of 
organization  among  Cincinnati  machinists.  Despite  such  institutional 
weaknesses  in  bargaining,  the  apprenticeship  system  remained  strong 
and  apparently  produced  sufficient  workers  until  developments  in 
machine  tool  production  prompted  the  creation  of  industrial  educa¬ 
tion  in  high  schools  after  1900.“* 

Labor  unions  evolved  in  checkered  fashion  in  Cincinnati,  where 
some  trades,  such  as  carpenters,  had  stronger  organization  than,  for 
example,  ironworkers.  Despite  occasional  strength,  unions  seemed 
less  important  in  prompting  employers  to  adopt  more  productive 
methods  and  tools  than  non-labor  pressures.  For  example,  innova¬ 
tions  such  as  pasteurization,  bottling,  and  refrigeration  in  brewing 
developed  to  improve  handling,  storage,  or  the  product  itself.  Thus, 
ice  machines  installed  by  the  Moerlein  Brewing  Company  not  only 
saved  labor,  but  also  saved  space,  controlled  temperature,  and 
allowed  both  year-round  brewing  and  quicker  fermentation.  This 
general  lack  of  pre-occupation  with  labor  problems  in  Cincinnati 

^  For  a  discussion  of  political  transformations,  see  Zane  Miller,  The  Urbanization  of 
Modem  America  (New  York,  1973),  108—121;  Cincinnati  Chamber  of  Commerce  Annual 
Reports,  1860—1900;  Report,  1900,  107—108;  Chamber,  Report,  1882-3,  122;  Georee  A. 
Wing,  "The  History  of  the  Cincinnati  Machine-Tool  Industry"  (D.B.A.  dissertation,  Indiana 
University,  1964),  254,  251,  178,  179,  185. 
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also  characterized  carriage  and  wagon  managers  in  the  city.  There 
were  many  carriage  establishments  in  Cincinnati,  with  the  largest 
firms  employing  up  to  400  men.  Nevertheless,  management  and 
workers  seemed  to  get  along  better  than  in  many  other  industries 
at  local  or  national  levels.  At  meetings  of  the  Carriage  Builders 
National  Association,  manufacturers  often  commented  tolerantly  on 
organized  labor,  citing  their  own  origins  as  mechanics.-- 

By  the  late  nineteenth  century,  industrialists  had  often  sought 
to  limit  their  employees’  power  by  mechanization.  For  example,  in 
1886,  Cyrus  McCormick  II  installed  pneumatic  molding  machines 
in  his  Chicago  harvester  plant  to  break  the  Molders’  Union  that  had 
struck  the  year  before.  But  carriage  and  wagon  makers  nationally 
and  in  Cincinnati  had  no  such  motivation,  for  their  workers  were 
scarcely  strike-prone.  Between  1881  and  1900,  only  57  strikes  oc¬ 
curred  in  this  industry  throughout  the  United  States,  one-quarter  of 
one  per  cent  of  all  strikes.  From  1881  to  1886,  the  carriage  and  wagon 
industry  in  Ohio  experienced  only  19  of  a  total  of  1240  strikes  for 
all  industries,  a  remarkable  record  of  industrial  peace  compared  to 
mining  (493  strikes),  metals  and  metallic  goods  (150),  tobacco 
(114),  and  others.  The  few  strikes  that  did  occur  took  much  less 
time  to  resolve.  This  pattern  continued  into  the  next  reporting 
period,  1887-1894,  in  which  Cincinnati  had  109  strikes  over  all,  but 
only  seven  in  the  carriage  and  wagon  trade.  Five  of  these  occurred 
in  one  year  ( 1887),  making  for  a  fairly  long  time  without  dissension. 
Even  the  period  that  embraced  the  depression  of  the  1890s  —  1894 
to  1900  —  reveals  a  placid  industry.-^ 


The  Critical  Problems  of  Carriage  Makers 

Carriage  builders  had  much  more  to  divert  their  attention  than 
real  or  contrived  labor  shortages.  Except  for  the  Committee  on 
Technical  Education,  the  Carriage  Builders  National  Association 

“James  Morris,  “The  Road  to  Trade  Unionism:  Organized  Labor  in  Cincinnati  to  1893” 
(Doctoral  dissertation.  University  of  Cincinnati,  1969),  191;  Willi.am  L.  Downard,  “The 
Cincinnati  Brewing  Industry,  1911—1933”  (Doctoral  dissertation,  Miami  University,  Ohio, 
1969),  51,  54,  57,  58,  60.  During  the  Civil  War  in  the  Cincinnati  area,  not  l.abor  shortage 
but  consumer  demand  prompted  stove  production.  Paper  shortages  led  to  innovations  in 
printing;  Carl  M.  Becker,  “Entrepreneurial  Invention  and  Innovation  in  the  Miami  Valley, 
during  the  Civil  War,”  BuUetin  of  the  Cincinnati  Historical  Society  (January,  1964),  7.  Pat¬ 
ent  evidence  further  suggests  the  strength  of  non-labor  influences  about  this  time;  Report  of 
the  Commissioner  of  Patents,  1849,  Vol.  I,  45-73;  Patents,  1860,  22-147.  Sec  also  Edward 
P.  Duggan,  “Comparison,”  271,  273;  The  Huh,  June  1,  1886,  180;  The  Hub,  November  1, 
1886,  516,  517. 

“  Robert  Ozanne,  A  Century  of  Labor-Management  Relations  at  McCormick  and  Inter¬ 
national  Harvester  (Madison,  Wis.,  1967),  20,  21;  Sixteenth  Report  of  the  Commissioner  of 
Labor,  1901,  31;  Third  Report,  1887,  766-767;  compiled  from  Tenth  Report,  1894,  Table 
I;  Sixteenth  Report,  1901,  242-243. 
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had  no  committees  on  general  labor  supply.  However,  its  members 
did  form  groups  to  work  on  problems  such  as  roads  and  highways, 
statistics,  classification  of  carriage  freight,  and  timber  supply. 
Founded  in  the  late  1880s,  the  Carriage-Makers  Club  in  Cincinnati 
drew  together  hundreds  of  diverse  members  and  guests,  including 
bankers,  merchants,  and  railway  men.  Monthly  business  and  social 
meetings  dealt  with  wide-ranging  topics.  During  1891  alone,  such 
gatherings  discussed  commercial  associations,  municipal  govern¬ 
ment,  model  carriage  factories,  water  supply,  railroad  terminals, 
forestry  laws,  carriage  makers’  guaranty,  syndicates,  canal  aban¬ 
donment,  grooved  street-car  rails,  and  reciprocity  with  Brazil.  Of  all 
problems,  however,  managements  feared  competition  and  price 
cutting  the  most.  A  Code  of  Ethics  proposed  by  a  committee  of  the 
Carriage-Makers  Club  remonstrated  with  builders  against  flooding 
markets  by  expanding  facilities  precipitately.  The  proposed  code 
also  cautioned  manufacturers  not  to  drive  competitors  to  bank¬ 
ruptcy,  which  would  throw  liquidated  inventories  onto  the  market. 
Far  from  bemoaning  labor  shortages,  the  code  also  opposed  cutting 
wages  to  boost  profits.*^ 

Builders  constantly  complained  about  bitter  competition  and 
nervously  watched  for  market  oversupply.  Indeed,  the  banner  on  the 
front  cover  of  Carriap^e  World  proclaimed  “Live  and  Let  Live.” 
Concerned  about  inexpensive  vehicles  equipped  with  extra  features 
that  he  felt  belonged  only  on  more  expensive  models,  Perrin  P. 
Hunter,  a  Cincinnati  carriage  builder,  spoke  to  the  annual  conven¬ 
tion  of  the  Carriage  Builders  National  Association  on  the  topic,  “The 
Monstrous  Abuse:  Selling  Without  Profit.”  He  strongly  argued  for 
restricted  capacity  and  higher,  fixed  prices.”"’ 


Lack  of  a  Leading  Hypothesis 

How,  then,  do  we  evaluate  the  labor  supply  problem?  In  pursuing 
Habakkuk’s  interest  in  managerial  decision-making,  we  focused  on 
a  rapidly  growing,  innovative  industry.  It  is  not  at  all  clear  that 
carriage  and  wagon  producers  in  Cincinnati  or  throughout  American 
industry  suffered  from  labor  shortages,  inasmuch  as  managers  paid 
so  little  attention  to  labor-saving  technologies  and  other  problems 
were  so  much  more  pressing.  Managers  seemed  to  seek  more  pro¬ 
ductive  techniques  primarily  to  raise  output  rather  than  to  save  labor. 

^  The  Hub,  November  1891,  383  and  May  1891,  130.  See,  for  example.  Carriage  World, 
May  1890,  December  1891  and  January  1892;  also  February  1892,  27  and  28. 

*  Carriage  World,  December  1891;  The  Hub,  November  1907,  280-281. 
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Further,  it  is  not  certain  that  the  industry  was  capital  intensive. 
Carriage  managers  put  their  capital  where  their  greatest  problems 
were:  cultivating  markets.  They  invested  much  more  capital  in  trade 
than  in  manufacturing,  which  means  that  they  had  much  more  to 
gain  from  innovation  in  marketing  than  innovation  in  manufacturing. 

Scholarship  on  labor  supply  and  technological  change  has  pro¬ 
duced  very  mixed  results.  Brito  and  Williamson  recently  argued 
that  the  availability  of  skilled  maintenance  crews  allowed  American 
employers  to  depreciate  equipment  more  rapidly  and  thus  use 
capital  more  intensively.  Ephraim  Asher  found  nineteenth-century 
British  textile  manufacturers  even  more  conscious  of  saving  labor 
than  American  employers.  For  the  mechanical  engineering  industry, 
R.  C.  Floud  rejected  the  labor  cost  argument  altogether,  suggesting 
that  the  major  reason  for  American  success  was  high  tariff  protec¬ 
tion.  Further,  Paul  Uselding  redirected  the  labor  .supply  hypothesis 
by  commenting  that  demand  for  specifically  trained  labor  has 
historically  depended  more  heavily  on  the  process  of  innovation 
rather  than  the  reverse.**”* 

Relationships  between  labor  supply  and  technology  in  the 
American  carriage  industry  were  only  a  part  of  the  much  broader 
issue  of  American  industrial  predominance  in  the  late  nineteenth 
century.  Carriage  builders  faced  problems  similar  to  those  affecting 
mechanical  industries  generally.  By  1900  British  and  American  ob¬ 
servers  had  long  been  engaged  in  the  search  for  explanations  of 
American  technological  superiority.  Labor  supply  occupied  a  curi¬ 
ous  role.  Industrialists  in  both  countries  agreed  that  Britain  had  by 
far  the  greater  labor  problem,  especially  in  the  engineering  trades, 
because  of  the  alleged  inflexibility  of  trade  unions.  In  a  collection  of 
businessmen’s  essays  published  at  the  turn  of  the  century,  Henry  R. 
Towne  of  Yale  and  Towne  Manufacturing  Company  of  Connecticut 
argued  that  the  American  economy  produced  so  much,  at  least  in 
part,  because  Americans  worked  longer  hours  and  joined  fewer 
unions.  With  much  more  control  over  work  practices,  American 
managements  could  operate  more  efficiently,  he  felt.  Archer  Brown, 
another  manufacturer,  raised  similar  points,  listing  American  advan¬ 
tages  primarily  in  raw  materials,  labor,  management,  and  plant.  He 

“  D.  L.  Brito  and  Jeffrey  C.  Williamson,  “Skilled  Labor  and  Nineteenth  Century  Anglo- 
American  Managerial  Behavior,”  Explorations  in  Economic  History  (Spring,  1973),  244,  250; 
Ephraim  Asher,  “Industrial  Efficiency  and  Biased  Technical  Change  in  American  and  British 
Manufacturing;  The  Case  of  Textiles  in  the  Nineteenth  Century,"  Journal  of  Economic  History 
(June,  1972),  441;  R.  C.  Floud,  “The  Adolescence  of  American  Engineering  Competition, 
1860-1900,”  Economic  History  Review  (February,  1974),  65-70;  Paul  J.  Uselding,  “An 
Early  Chapter  in  the  Evolution  of  American  Industrial  Management,”  Louis  P.  Cain,  Paul  J. 
Uselding,  eds..  Business  Enterprise  and  Economic  Change  (Kent,  Ohio,  1973),  77. 


322  BUSINESS  HISTORY  REVIEW 


also  argued  that  American  employers  had  more  control  over  a  more 
talented  work  force  and  devised  more  efficient  work  practices.^^ 
Other  employers  generally  concurred.  None  of  the  industrialists  in 
these  essays  even  hinted  that  shortages  of  skilled,  semi-skilled,  or 
unskilled  labor  promoted  greater  innovation  in  the  United  States. 
Indeed,  American  innovation  seemed  to  spring  from  abundant  and 
passive,  rather  than  scarce,  workers. 

British  engineering  employers  clearly  felt  more  constrained.  The 
issue  of  labor  efficiency  reached  such  a  level  that  in  1902,  British 
industrialist  Alfred  Mosely  paid  full  fare  and  expenses  for  twenty- 
three  British  trade  union  leaders  to  tour  the  United  States  to  view 
what  he  felt  was  more  productive  American  labor.  He  wanted  espe¬ 
cially  to  compare  work  practices,  which  he  claimed  were  far  less 
restrictive  than  in  England.  The  prevalence  of  the  piece-rate  system 
in  the  United  States  greatly  struck  Mosely.  He  did  not  find  American 
workers  threatened  by  technological  change,  although  American 
employers  worked  their  machines  longer  and  harder,  and  American 
workers  operated  more  machines.  The  secret  lay,  he  felt,  in  the  more 
direct  incentives  in  the  American  system.  American  employers  shared 
much  more  of  their  productivity  gain  than  the  British,  who  paid 
workers  by  cirstomary  rather  than  incentive  rates."^ 

Yet  Mosely  did  not  speak  for  his  group.  To  George  Barnes,  secre¬ 
tary  of  the  Amalgamated  Society  of  Engineers,  who  accompanied 
Mosely,  Americans  worked  more  hours  a  day  and  more  days  a  year, 
and  thus,  dying  earlier,  fewer  years.  Aware  how  commonly  the  Briti.sh 
held  this  view,  Mosely  included  American  health  in  his  questionnaire 
to  the  trade  unionists  at  the  end  of  the  trip.  Barnes  also  felt  that  the 
hordes  of  untrained  immigrants  in  American  factories  explained  the 
shoddier  quality  he  found  in  American  goods.-^  Mosely  then  found 
innovation  in  incentives;  Barnes  found  only  too  many  workers,  work¬ 
ing  too  hard,  and  producing  too  little  of  value. 

Conclusion 

Recent  studies  have  greatly  expanded  our  vision  of  international 
differences  in  labor  forces.  In  an  effort  to  explain  why  Britain  adopted 

^  “American  Competition  in  the  World’s  EnKineering  Trades,”  Cassier’s  Mngnzine,  March 
1901,  380.  A  most  helpful  source  for  this  discussion  is  Gene  Ferguson,  Subject  Index:  Cossier’s 
Magazine  Engineering  Monthly,  1891—1913,  Iowa  State  University  Bulletin,  Vol.  LXIII,  No. 
10,  October  21,  1964;  “American  Competition,”  380—382. 

“  Alfred  Mosely,  “British  Views  of  American  Workshops,”  Cassier’s  Magazine,  January 
1903,  47.5  479. 

“George  N.  Barnes,  “America’s  Shortcomings,”  Cassier’s  Magazine,  April  1903,  710; 
Alfred  Mosely,  “The  Recent  British  Trades  Union  Visit  to  the  United  States,”  Cassier’s 
Magazine,  February  1903,  575,  576;  Barnes,  “America’s  Shortcomings,”  710,  711. 
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mass  production  techniques  more  slowly  than  the  United  States, 
C.  K.  Harley  found  Britain  sufficiently  supplied  with  the  skilled  labor 
needed  to  produce  without  much  mechanization.  Investigating 
English  shipbuilding,  iron  and  steel,  textiles,  and  engineering  trades, 
Harley  found  a  lack  of  innovations  such  as  interchangeability,  the 
assembly  line,  and  the  use  of  professional  engineers  to  design  labor- 
saving  plants.  Britain  had  an  urbanized,  industrially  knowledgeable 
workforce.  By  contrast,  the  United  States  had  an  industrial  workforce 
peopled  heavily  by  immigrants  from  Southern  and  Eastern  Europe 
who  were  farmers  or  unskilled  workers  without  manufacturing  ex¬ 
perience.  Suggesting  the  general  unimportance  of  skill  shifts,  at  least 
in  the  British  case,  Roderick  Floud  found  not  only  that  labor  costs 
remained  a  fairly  constant  one-third  of  final  price  in  the  British 
machine  tool  industry  from  1850  to  1900,  but  also  that  little  substitu¬ 
tion  among  skill  levels  occurred.'*"  These  analyses  clearly  suggest 
that  conclusions  about  differences  in  labor  forces  between  Britain 
and  the  United  States  in  the  nineteenth  century  must  remain  highly 
tentative.  Further,  only  with  great  risk  do  we  build  a  theory  of  growth 
on  a  monocausal  explanation  of  labor  scarcity  or  surfeit. 

The  dust  has  not  settled,  in  part  because  participants  often  argue 
past  one  another,  developing  uninformed  theory'  or  irrelevant  facts. 
Most  seriously,  scholars  have  often  neglected  close  studies  of  specific 
environments.  That  is,  they  have  rarely  studied  actual  decisions  to 
adopt  or  reject  new  technology.  Yet,  entrepreneurs  and  managers 
responded  to  concrete  pressures.  They  paid  local  wages  and  local 
prices.  Some  worked  in  areas  overflowing  with  immigrants  and  capi¬ 
tal,  others  did  not.  For  some,  strong  educational  systems  developed 
entry  skills  for  the  young  and  continuing  skills  for  the  experienced. 
For  others,  local  conditions  generated  no  such  pools  of  talent. 

Nineteenth-century  managers  rarely  arrayed  their  problems  neatly. 
Employers  had  to  worry  not  only  about  costs  of  labor,  but  also 
about  costs  of  fuel,  freight,  storage,  plant,  equipment,  and  supplies. 
They  had  to  evaluate  the  efficiencies  of  their  own  management  and 
work  processes,  the  health  of  their  markets,  and  their  sensitivity  to 
competition.  Saving  labor  often  meant  saving  capital,  resources,  and, 
perhaps  most  importantly,  saving  time.  All  of  these  problems  influ- 

C.  K.  Harley,  “Skilled  Labour  and  the  Choice  of  Technique  in  Edwardian  Industry,” 
Explorations  in  Economic  History  (Summer,  1974),  391-414;  Roderick  Floud,  “Changes  in 
the  Productivity  of  Labour  in  the  British  Machine  Tool  Industry,  1856—1900,”  Donald 
McCloskey,  ed..  Essays  on  a  Mature  Economy  (Princeton,  1971),  330,  332.  In  America, 
ninetetenth-century  observer  Charles  Fitch  remarked  that  experienced,  “unskilled”  men  often 
received  skilled  wages  as  machine  tenders  because  they  could  provide  careful,  talented 
supervision,  although  lacking  a  traditionally  defined  skill.  “Report  on  the  Manufactures  of 
Interchangeable  Mechanism,”  U.S.  Census  of  Manufactures,  1880,  Vol.  II,  6. 


324  BUSINESS  HISTORY  REVIEW 


enced  decisions  to  adopt  technological  changes  in  varying  degrees. 
To  understand  economic  change,  we  must  listen  closely  to  the  partici¬ 
pants  themselves.  We  can  scarcely  afford  to  ignore  the  decision¬ 
makers  when  analyzing  the  decisions. 
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ASSOCIATE  PROFESSOR  OF  SOCIOLOGY 
UNIVERSITY  OF  RHODE  ISLAND 

Work  Injuries  and  Adversary  Processes 
in  Two  New  England  Textile  Mills* 

€  Whatever  the  shortcomings  of  "no-fault”  employee  compensation  laws, 
such  as  the  one  passed  in  Massachusetts  in  1911,  Professor  Gersuny 
shows  that  such  laws  were  a  great  improvement  over  what  had  prevailed. 
Working  with  formerly  confidential  files,  he  shows  that  an  “adversary 
relationship”  had  existed  between  the  employer  and  his  insurance  com¬ 
pany,  on  the  one  hand,  and  often  pitifully  maimed  employees  on  the 
other.  With  few  exceptions,  all  of  the  advantages  were  on  the  side  of 
the  employer,  and  the  rights  of  employees  to  more  than  token  compen¬ 
sation  were  routinely  trampled  upon. 

Oliva  Bourque’s  boyhood  was  shattered  at  the  age  of  fourteen 
in  the  summer  of  1896,  when  he  sacrificed  his  right  arm  in  the  flood 
tide  of  industrialization.  Not  long  after  he  was  hired  to  work  in  the 
mule  spinning  department  of  the  Lyman  Mills,  he  went  home  from 
Holyoke  City  Hospital  with  an  empty  sleeve.  After  six  weeks  on  the 
job  at  a  weekly  wage  of  $4.60,  young  Bourque  had  caught  his  arm 
in  a  machine,  requiring  amputation  between  the  shoulder  and  elbow. 
The  overseer’s  report  stated  that  “the  boy  was  careless.  If  he  had  done 
his  work  as  he  had  been  instructed  he  would  not  have  been  caught.” ' 
The  insurance  company  that  carried  the  Lyman  Mills  liability  policy 
agreed  to  pay  the  hospital  bill  but  expressed  the  judgment  that  “no 
legal  liability  existed  and  under  all  the  "circumstances  perhaps  no 
claim  will  be  made.”  *  In  October  a  token  payment  of  one  dollar  was 
made  by  the  insurance  carrier  and  a  final  payment,  in  exchange  for  a 
release  signed  by  the  victim  and  his  father,  in  the  amount  of  $31.20 
was  recorded  on  December  12, 1896. 

Under  the  prevailing  dispensation  of  liability  for  negligence,  only 
an  employee  who  was  “himself  in  the  exercise  of  due  care  and  dili- 
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gence”  was  entitled  to  damages  in  case  of  injury,  and  industrial 
employers  saved  countless  thousands  of  dollars  by  successfully  blam¬ 
ing  the  victim.  This  situation  persisted  until  the  passage  of  the  Massa¬ 
chusetts  workmen’s  compensation  law  of  1911,  which  became  effec¬ 
tive  in  July  1912. 

This  article  describes  work  injuries  at  the  Lyman  Mills  in  Holyoke, 
a  typical  New  England  cotton  textile  factory',  and  the  patterns  of 
imputing  contributory  negligence  in  the  years  from  1895  to  1916.  It 
also  draws  upon  material  from  the  Dwight  Manufacturing  Company 
in  Chicopee,  a  comparable  cotton  manufacturing  concern,  to  illumi¬ 
nate  the  adversary  relationships  involved  in  factory  accidents.  Its 
aim  is  twofold,  to  examine  an  important  aspect  of  the  industrial 
experience  and  to  show  how  changes  in  legal  definitions  of  accident 
liability  were  reflected  in  changing  managerial  definitions  of  worker 
behavior. 


Industrial  Wergild 

Payment  of  compensation  to  victims  of  injury  or  to  their  kin 
( wergild  in  Anglo-Saxon )  is  a  practice  of  great  antiquity.^  Instituted 
as  a  social  control  mechanism  to  abate  feuds,  such  payments  were 
designed  to  “make  better,”  if  not  to  “make  whole,”  the  injured  parties 
at  the  expense  of  those  who  wronged  them.  The  laws  of  Ethelbert, 
King  of  Kent,  dating  from  the  first  decade  of  the  seventh  century, 
specified  payment  for  injuries  by  the  guilty  party  in  the  amount  of  50 
shillings  for  an  eye,  12  for  an  ear,  20  for  a  thumb,  9  for  a  forefinger, 
6  for  a  front  tooth  and  1  for  a  fingernail.*  Twelve  centuries  later,  the 
1911  Massachusetts  law  “relative  to  payments  to  employees  for  per¬ 
sonal  injuries  received  in  the  course  of  their  employment”  stipulated 
the  following  schedule: 

1.  For  the  loss  by  severance  of  both  hands  at  or  above  the  wrist,  or 
both  feet  at  or  above  the  ankle,  or  the  loss  of  one  hand  and  one 
foot,  or  the  entire  and  irrevocable  loss  of  the  sight  of  both  eyes, 
one  half  of  the  average  weekly  wages  of  the  injured  person,  but 
not  more  than  10  dollars  nor  less  than  4  dollars  a  week,  for  a 
period  of  100  weeks. 

2.  For  the  loss  by  severance  of  either  hand  at  or  above  the  wrist, 
or  either  foot  at  or  above  the  ankle,  or  the  entire  and  irrevocable 


^  Frederick  Pollock  and  Frederick  W.  Maitland,  The  History  of  English  Law  Before  the 
Time  of  Edward  I,  vol.  2,  second  ed.  (Cambridge,  U.  K.,  1898),  451. 

*  Carl  Stephenson  and  Frederick  C.  Marcham,  Sources  of  English  Constitutional  History 
(New  York,  1937),  4. 
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loss  of  the  sight  of  either  eye,  one  half  the  average  weekly 
wages  of  the  injured  person,  but  not  more  than  10  dollars  nor 
less  than  4  dollars  a  week,  for  a  period  of  50  weeks. 

3.  For  the  loss  by  severance  at  or  above  the  second  joint  of  two  or 
more  fingers,  including  thumbs,  or  toes,  one  half  of  the  average 
weekly  wages  of  the  injured  person,  but  not  more  than  10 
dollars  nor  less  than  4  dollars  a  week,  for  a  period  of  25  weeks. 

4.  For  the  loss  by  severance  of  at  least  one  phalange  of  a  finger, 
thumb,  or  toe,  one  half  the  average  weekly  wages  of  the  injured 
person,  but  not  more  than  10  dollars  nor  less  than  4  dollars  a 
week,  for  a  period  of  12  weeks.’’ 

It  is  important  to  emphasize  the  differences  between  these  t^\'o 
dismemberment  schedules  after  noting  their  similarity.  The  former 
depended  upon  a  showing  of  guilt  in  a  criminal  act  of  violence,  while 
the  latter  marked  the  emergence  of  “no  fault”  compensation  for  work 
injuries.  The  1911  Act  did  in  fact  supersede  a  liability  law  under 
which  compensation  paid  by  the  master  to  the  injured  servant  re¬ 
quired  proof  not  only  that  the  former  was  negligent,  but  that  the 
latter  had  exercised  due  care  and  diligence  in  the  performance  of 
his  duties. 

Since  the  human  animal  is  fragile  and  since  its  environments  are, 
almost  by  definition,  hostile  and  dangerous,  there  have  always  been 
casualties  in  the  ceaseless  quest  for  livelihood.  Moreover,  whenever 
this  work  has  been  carried  on  in  hierarchically  organized  societies, 
the  exposure  to  hazards  has  been  unequal.  But  the  problem  has  be¬ 
come  greatly  intensified  since  the  first  industrial  revolution,  because 
of  the  mechanization  and  “chemicalization”  of  work  processes.  Not 
only  did  the  industrial  revolution  create  unprecedented  hazards  to 
the  safety  of  workers,  but  the  scale  of  organization  also  made  the 
laws  concerning  the  relationship  of  master  and  servant  an  inadequate 
basis  upon  which  injured  workers  could  base  their  claims  for  remedy. 
Under  the  common  law,  in  principle,  servants  injured  as  a  result  of 
their  masters’  negligence  could  recover  damages,  though  they  often 
lacked  the  means  to  prove  their  cases  in  court.  The  tort  law  of 
negligence  had  become  so  hedged  with  defenses  against  claims  by 
injured  workers  that  in  a  large  proportion  of  work  injuries  nothing 
was  paid  to  the  victim. 

Furthermore,  the  common  law  of  negligence  favored  the  interests 
of  employers  in  hierarchic  work  relationships  as  a  result  of  the  fellow- 
servant  rule,  the  principle  of  assumption  of  risk,  and  the  finding  of 

^Massachusetts  Acts  and  Resolves  1911,  ch.  751. 
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contributory  negligence  on  the  part  of  the  injured  party.  The  fellow 
servant  rule is  traced  to  an  English  case  in  which  a  master  was  held 
to  have  no  liability  for  injuries  suffered  by  one  servant  because  of  the 
carelessness  of  another.  It  was  affirmed  in  American  court  proceed¬ 
ings  by  Chief  Justice  Shaw  in  a  Massachusetts  railroad  case,  which 
held  the  employer  blameless  for  injuries  suffered  by  an  engineer  as 
a  result  of  a  switchman’s  error.  This  served  to  abrogate  the  principle 
of  respondeat  superior,  under  which  the  principal  is  liable  for 
injuries  inflicted  by  an  agent.  Later  the  fellow-servant  rule  was  modi¬ 
fied  to  exclude  vice-principals,  i.e.,  supervisory  personnel.  “Assump¬ 
tion  of  risk” '  was  a  legal  doctrine  used  to  defeat  damage  claims  on 
the  grounds  that  some  trades  were  inherently  more  dangerous  than 
others  and  that  supposedly  higher  wages  in  more  dangerous  occupa¬ 
tions  sufficed  to  offset  the  difference  in  hazard.  If  unusual  hazards 
arose  that  were  known  to  the  worker,  claims  for  damage  could  be 
defeated  under  this  doctrine  on  the  grounds  that  he  was  free  to  leave 
the  job  and  yet  persisted  in  exposing  himself  to  danger.  The  third  and 
perhaps  most  important  of  what  Prosser  called  “the  three  wicked 
sisters”  of  the  common  law  on  work  injuries  was  the  fact  that  even 
the  slightest  degree  of  contributory  negligence  ^  on  the  part  of  the 
victim  relieved  the  employer  of  liability.  Moreover,  the  burden  of 
proof  was  on  the  worker  to  show  that  at  the  time  of  his  injury  he  had 
been  himself  in  the  exercise  of  due  care  and  diligence. 

The  “Chicopee  Method”  of  Handling  Work  Injury  Claims 

In  1902,  the  resident  agent  in  charge  of  a  cotton  mill  in  Chicopee, 
Massachusetts  informed  his  company’s  liability  insurer  of  his  progress 
in  dealing  with  two  injury  cases  arising  out  of  the  malfunctioning  of 
an  elevator:  “I  am  trying  the  Chicopee  method  of  settlement,  i.e., 
waiting  till  they  get  hungry  for  money  before  going  to  see  them.”  ® 

Situations  in  which  one  side  seeks  to  settle  accident  claims  as  cheap¬ 
ly  as  possible  while  the  other  seeks  maximum  indemnification  are 

•Crystal  Eastman,  Work  Accidents  and  the  Law  (New  York,  1910;  reprinted  New 
York,  1969),  172ff;  Walter  F.  Do<ld,  Administration  of  Workmen’s  Compensation  (New 
York,  1936),  4-11;  Leonard  W.  Le\-y,  The  Law  of  the  Commonwealth  and  Chief  Justice 
Shaw  (Cambridpe,  Mass.,  19.'57),  166  182. 

■  Eastm.an,  Work  Accidents,  170ff;  Dodd,  Workmen’s  Compensation,  6ff;  Theodore 
Roosevelt,  “Sarah  Knisley’s  Arm,”  Colliers,  50  (January  25,  1913),  8  9. 

•John  R.  Commons  and  John  B.  Andrews,  Principles  of  Labor  Legislation  (New  York, 
1916),  390;  Adna  F.  Weber,  “Employer’s  Liability  and  Accident  Insurance,”  in  John  R. 
Commons,  ed..  Trade  Unionism  and  Labor  Problems  (Boston,  lOO.S),  5.59;  William  L. 
Prosser,  Handbook  of  the  Law  of  Torts,  2nd  ed.  (St.  Paul,  195.5),  383. 

» Dwight  Manufacturing  Company  papers.  Baker  Library,  Harvard  University,  Agent 
(plant  manager)  to  Insurer  vol.  HL2,  3/17/02.  Agent  to  Insurer  letters  are  in  volumes 
HLl  to  HL4  and  Insurer  to  Agent  letters  in  ML30  to  ML44.  Correspondence  is  footnoted 
by  volume  and  date. 


WORK  INJURIES  IN  TEXTILE  MILLS  329 


classical  examples  of  industrial  conflict.  The  posture  of  government 
and  of  other  third  parties  partially  shapes  the  outcome  of  the  conflict, 
but  the  main  determinant  is  the  power  or  lack  of  power  of  the  prin¬ 
cipals.  More  often  than  not,  the  Dwight  Manufacturing  Company’s 
agent  reported  success  rather  than  failure  in  applying  the  Chicopee 
method  to  minimize  payments  on  account  of  work  injuries.  The 
struggle  was  one-sided,  the  tactics  were  often  sordid,  and  the  out¬ 
come  imposed  the  burden  of  work  injuries  mainly  on  the  victims.  It 
was  a  struggle  for  which  the  laws  of  the  Commonwealth  provided  a 
set  of  ground  rules  in  the  form  of  an  employers’  liability  act,*®  which, 
though  it  contained  some  modifications  of  the  common  law,  did  little 
to  dispel  the  popular  belief  that  the  law  is  the  handmaiden  of 
propertied  interests. 


The  Adversary  Process 

Since,  in  the  short  run,  more  for  one  means  less  for  the  other,  settle¬ 
ment  of  injury  cases  was  approached  by  management  with  the  inten¬ 
tion  of  minimizing  payments  and  dissuading  workers  from  recourse 
to  litigation.  When  Annie  Cronin  called  to  inquire  about  insurance 
payments,  wrote  the  mill  agent,  “I  asked  her  how  she  injured  her 
hand  and  she  said  she  ‘didn’t  know  but  thought  she  must  have  slipped 
and,  trying  to  save  herself,  threw  her  hand  against  the  belt.’  Told 
her  that  I  could  do  nothing  for  her,  as  the  company  was  not  in  any 
way  responsible. .  . .  The  people  around  here  seem  to  think  that  the 
Dwight  Company  is  a  charitable  institution.  Think  this  will  be  a  good 
chance  to  undeceive  them.”  ** 

Expressions  of  relief  when  an  injured  worker  signed  a  release  and 
left  town  suggest  the  dehumanization  of  working  people,  the  discard¬ 
ing  of  a  damaged  factor  of  production.  Better  the  disabled  worker 
should  go  far  away,  it  seemed,  than  stay  to  demand  work  suitable  to 
his  condition,  or  to  become  a  burden  on  the  taxpayers  or  an  embar¬ 
rassment  to  his  employer:  “Inclosed  find  report  of  accident  to  Wm. 
Knapp,  [who  had  fallen  into  an  elevator  shaft]  also  release  signed 
from  same  party.  Got  clear  of  this  case  very  nicely  as  he  has  already 
taken  train  for  his  native  town  in  New  York  State  *“ . . .  Wm.  Szetela 
. .  .  was  in  today,  and  I  finally  made  settlement  with  him  for  $45.  His 


’"James  Weinstein,  The  Corporate  Ideal  and  the  Liberal  State  (Boston,  1968);  Roy 
Lubove,  The  Struggle  for  Social  Security  (Cambridge,  Mass.,  1968);  Herman  M.  Somers 
and  Anne  R.  Somers,  Workmen’s  Compensation  (New  York,  19.54). 

”  Dwight  papers  vol.  HLl,  3/14/98. 

Dwight  HLl.  11/6/99. 
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hand  will  always  be  rigid,  so  that  he  cannot  obtain  employment 
readily,  therefore  intends  to  go  back  to  Poland.” 

The  desire  to  avoid  litigation  was  a  recurrent  theme,  especially  in 
the  face  of  rising  juror  sympathy  for  plaintiffs  injured  in  the  mills: 
“Succeeded  in  getting  Mr.  Robinson  and  effected  a  settlement  with 
him  for  $60.  As  you  surmised  he  was  approached  by  a  lawyer  of  this 
place,  who  advised  him  to  attach  the  Company  for  $7500.  After  talk¬ 
ing  the  matter  over  with  him  a  little  while,  succeeded  in  making 
settlement  ^^ . . .  offered  Glasky’s  wife  $25.00  in  settlement  of  the  case, 
but  she  refused,  so  that  probably  the  next  thing  will  be  a  notice  from 
the  ‘Germany  lawyer’  in  Holyoke.”  Spirited  employees  did  much 
better  by  threatening  to  go  to  court.  A  worker  who  demanded  $200 
for  a  permanently  incapacitated  hand  (he  retained  slight  use  only 
of  the  thumb )  rejected  an  offer  of  $50  and  his  threat  to  sue  raised  the 
company  offer  to  $100,  w'hich  he  accepted.  Some  workers  rejected 
compromise  in  the  face  of  certain  exclusion  from  future  employment 
with  the  company. 

After  Bridget  Linehan  called  the  mill  oflBce,  the  agent  wrote  to  the 
insurer,  “I  can  settle  with  her  ...  by  paying  her  time  and  Dr’s  bill. . . . 
Tried  to  beat  her  down,  but  she  said  she  would  not  take  a  cent  less,” 
She  was  twenty-four  years  old  and  had  been  employed  at  the  mill  for 
eight  years.  Her  injury  occurred  when  a  lever  on  her  machine  slipped 
because  of  a  loose  nut,  and  she  consulted  her  family  doctor  rather 
than  the  company  surgeon.  Several  weeks  before  his  attempt  “to 
beat  her  down”  the  agent  wrote  to  the  insurer  that  she  had  stated 
“since  she  was  injured  through  no  carelessness  of  her  own  .  .  .  ‘she 
thinks  it  the  duty  of  the  company  to  pay  her  wages  and  expenses.’ 
What  shall  I  tell  her?”  She  seemed  aware  of  her  rights  under  the 
employers’  liability  law  and  was  not  a  typical  accident  victim  in  the 
eyes  of  those  who  had  to  deal  with  her . 

In  Annie  Kelly’s  case  the  insurer  was  obdurate,  writing  that  “we 
give  you  limit  of  $50  to  settle  the  case.  .  .  .  You  will  of  course  get  off 
for  as  much  less  as  you  can  ...  [If  she  files  suit]  . . .  make  a  fight;  and 
she  cannot  .  .  .  expect  you  to  employ  her  and  thus  supply  her  with 
funds  for  suing  you.” 

Insurance  companies  expected  the  mill  manager  to  use  his  power 
to  minimize  an  employee’s  case.  “Do  not  allow  . . .  anyone  . . .  repre- 

J’ Dwight  HLl,  7/10/01. 

»  Dwight  HL2,  11/6/99. 

’'Dwight  HL2,  4/28/06. 

’•Dwight  HL2,  1/8/07. 

”  Dwight  HL3,  3/31/08,  emphasis  supplied. 

’"Dwight  HL3,  3/10/08. 

’•Dwight  ML37,  8/22/05. 
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senting  the  boy  to  enter  your  works  for  the  purpose  of  examining  the 
machine  where  the  boy  was  injured  .  . the  Dwight  agent  was  cau¬ 
tioned,-”  and  after  an  accident  caused  by  a  defective  chain  hoist  the 
same  insurer  instructed  the  management  of  another  mill  to  let  nobody 
examine  the  broken  chain  links.  When  the  employer  became  aware 
of  the  probability  of  future  medical  complications,  he  tried  for  a  quick 
release  from  the  victim  who  probably  was  not  privy  to  the  prognosis 
made  by  the  company  doctor.  “We  made  settlement  with  Powall 
Sheizer  for  $60,”  the  Dwight  agent  noted,  “and  we  enclose  release 
signed  by  him.  ...  It  developed  that  one  of  the  metacarpal  bones 
was  broken  and  some  of  it  came  out.  It  is  possible  that  more  of  it  may 
come  out  later.  ...  If  it  does,  it  may  cause  him  more  trouble,  but  we 
thought  it  best  to  settle  with  him.”  On  the  other  hand,  the  employer 
was  not  sure  it  could  trust  the  private  physicians  who  treated  their 
employees.  Mary  Dunn  went  to  a  doctor  not  beholden  to  the  com¬ 
pany,  whose  professional  judgment  was  denigrated  by  the  mill  agent 
and  by  the  company  doctor:  “This  girl  went  to  a  young  Doctor  of 
this  Place  (Dr.  Gates)  to  be  treated.  ...  He  reported  that  ...  he 
thought  she  had  received  a  slight  concussion  of  the  brain.  .  .  .  The 
report  also  states  that  there  was  no  mark  discernible,  so  that  ever\'- 
thing  indicates  “fake,”  even  to  the  physician’s  report;  the  latter  grew 
indignant  when  writer  suggested  that  his  examination  found  more 
than  actually  existed.”--  When  one  of  the  employees’  hands  was 
mangled  in  a  machine,  the  agent  wrote  “we  sent  him  to  our  surgeon, 
who  now  reports  that  the  hand  is  an  excellent  job  from  a  surgical 
standpoint,  but  that  he  does  not  think  Michael  will  have  the  use  of 
any  of  the  fingers.” 

The  Role  of  the  Interpreter 

One  important  figure  in  the  struggle  over  work  injuries  in  the 
Dwight  Mill  at  the  turn  of  the  century,  when  many  workers  spoke 
no  English,  was  the  interpreter.  The  question  of  translation  is  not  a 
simple  one  of  rendering  a  statement  made  in  one  language  into 
another.  Disparities  in  social  rank  enter  the  situation  and  the  inference 
is  unequivocal  from  the  documents  in  this  study  that  a  great  deal 

=»  Dwight  ML36.  3/15/04. 

=1  Dwight  HL4,  7/10/11. 

“Dwight  HLl,  10/14/04. 

“  Dwight  HL2,  1/3/07,  emphasis  supplied. 


332  BUSINESS  HISTORY  REVIEW 


depended  upon  whose  a^ent  the  interpreter  happened  to  be  in  any 
given  case.  On  one  occasion,  the  management  wrote  about  the  ser¬ 
vices  of  interpreters  who  were  on  the  company’s  side  and  yet  col¬ 
lected  a  fee  from  workers  in  whose  cases  they  appeared:  “We 
consider  that  we  were  fortunate  in  getting  these  terms  with  them 
[the  employees]  as  they  were  both  beset  with  ‘shyster  lawyers’  who 
were  anxious  to  take  the  case,  and  sue  for  large  amounts  as  they 
thought  they  had  a  clear  case  against  the  Company,  but  with  the  aid 
of  the  interpreters  who  were  friendly  to  us  ( one  of  them  was  paid 
by  Sliva  himself  out  of  the  $200)  we  succeeded  in  persuading  them 
to  accept  the  amounts  offered.-* 

One  interpreter  in  particular  was  involved  with  Dwight  Manufac¬ 
turing  from  1909  to  1912,  acting  in  what  was  essentially  a  staff  ca- 
pacit\-  in  personnel  management,  but  as  an  outside  contractor  on  a 
fce-for-servicc  basis:  “Paul  Starzyk,  who  acted  as  interpreter  in  the 
above  case,  called  us  up  .  .  .  and  inquired  if  he  was  to  get  something 
out  of  it. . . .  In  making  the  settlement,  the  woman  evidently  thought 
the  amount  was  small,  but  after  talking  the  matter  over  . . .  with  Mr. 
Starzyk,  she  finally  said  she  would  not  bother  with  it  any  more,  and 
would  settle  for  that  amount.”  Such  interpreters  earned  their  keep: 
“Paul  Starzvk,  who  is  acting  as  interpreter  for  Swavick,  telephoned 
us  .  .  .  that  the  latter  would  not  accept  $10.00  in  settlement,  but 
thinks  if  your  man  should  be  here  ...  he  could  arrange  a  settlement 
at  a  low  figure,  although  parties  have  been  trying  to  get  this  man  to 
give  his  case  to  a  Springfield  lawyer,  who  is  said  to  buy  them  at  a 
good  figure.-"  We  settled  this  morning  with  Apolina  Dejato  ...  for 
$20  and  enclose  release  signed  by  her.  Mr.  Starzyk  thinks  he  ought 
to  have  a  little  remuneration  for  persuading  her  to  settle  at  this  fig¬ 
ure  and  her  hand  is  still  in  pretty  bad  condition.”  But  they  also 
sought  to  capitalize  on  their  employers’  wish  to  avoid  litigation: 

Regarding  Mr.  Starzyk,  your  Mr.  Kinney  stirred  him  a  good  deal  .  .  . 
and  he  feels  pretty  sore  and  undoubtedly  will  take  sides  against  the  Com¬ 
pany  and  advise  people  who  come  to  him  to  see  a  lawyer  instead  of,  as 
he  has  been  doing,  advising  them  to  settle  ....  He  says  he  will  get 
more  money  out  of  it  in  such  cases.  In  this  present  case,  he  came  here  at 
least  four  times  .  .  .  and  think  (sic)  that  he  should  have  some  considera¬ 
tion  for  advising  them  to  settle  even  for  this  amount  ($150),  as  their 
first  amount  was  $700  and  he  is  sure  they  would  get  much  more  than  $150 
if  lawyers  pressed  the  matter  for  them.^s 

=*Dwipht  HL2,  3/21/02. 

»  Dwight  HL3,  2/17/10. 

“Dwight  HL3,  8/8/10. 

Dwight  HL3,  2/12/11. 

“Dwight  HL4,  7/11/11. 
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Impulse  Toward  Kindness 


One  should  not  suppose  that  the  managers  who  handled  work 
accidents  for  the  mill  were  ogres  devoid  of  any  feeling  of  sympathy 
or  impulses  of  kindness  toward  some  of  the  casualties  among  their 
subordinates,  especially  where  workers  with  long  records  of  faithful 
service  suffered  unusual  hardships.  These  expressions  usually  took 
the  form  of  appeals  by  the  mill  agent  to  the  insurer.  One  injured 
weaver  with  many  years  of  service,  wrote  the  agent,  “would  not  ask 
for  help,  had  she  not  recently  been  to  considerable  expense  owing 
to  the  death  of  her  brother.  Anything  you  can  do  for  her  would  be 
appreciated.”  In  another  case,  the  insurer  was  asked  to  give  an  old 
“standby”  some  of  the  money  that  had  been  held  back  from  other 
cases  by  the  expedient  of  getting  the  workers  involved  to  sign  releases 
for  less  than  the  amount  authorized  by  the  insurer.  The  usual  response 
to  company  pleading  on  behalf  of  the  injured  employee  was  a  state¬ 
ment  from  the  insurer  that  charity  and  compassion  were  worthy 
sentiments,  the  costs  of  which  should  be  defrayed  by  the  mill  owners. 
In  the  absence  of  legal  liability,  the  insurer  declined  to  make  con¬ 
tributions  to  the  “deserving  poor”  except  in  token  amounts  to  secure 
a  signed  release  and  forestall  litigation.  This  was  a  hedge  against 
unpredictable  jury  deliberations,  and  even  a  successful  defense  in 
court  would  cost  more  than  the  $10  often  paid  for  an  injured  em¬ 
ployee’s  signed  release.  Thus,  compassion  was  served  only  so  long 
as  it  was  compatible  with  cost  cutting. 


Changing  Work  Injury  Legislation 

Industrial  injury  rates  in  the  United  States  reached  their  peak  during 
the  first  decade  of  the  twentieth  century.^*’  At  this  time,  too,  move¬ 
ments  for  safety  and  to  reform  the  treatment  of  workplace  casualties 
emerged.  Advocates  of  change  urged  that  the  employer’s  liability 
laws  rooted  in  the  common  law  be  replaced  by  no-fault  compensa¬ 
tion  laws  patterned  after  British  and  German  practice.  It  was  a 
conservative  reform  that  was  more  strongly  endorsed  by  the  National 
Association  of  Manufacturers  than  by  the  American  Federation  of 
Labor.  The  old  system  came  to  be  opposed  by  employers  because  of 
the  great  volume  of  litigation  it  spawned,  the  uncertainties  of  dealing 
with  juries  increasingly  sympathetic  to  plaintiffs  in  work  accidents, 

“Dwight  HL2,  3/14/02. 

“  Somers,  Workmen’s  Compensation,  9. 
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and  the  potential  for  unrest  in  an  unjust  and  irrational  procedure. 
Workmen’s  compensation  was  favored  because  it  “would  make  certain 
the  relief  of  the  employee  without  unduly  burdening  the  employer.” 

Thus,  Massachusetts  in  1911  joined  those  states  that  replaced  em¬ 
ployer’s  liability  statutes  by  a  system  of  workmen’s  compensation, 
which  removed  questions  of  liability  from  the  treatment  of  work 
casualties  and  established  schedules  of  payment  for  losses  sustained 
by  workers  as  a  result  of  injuries  sustained  in  their  employment. 

The  chairman  of  the  Massachusetts  commission  charged  with  deal¬ 
ing  with  employers’  liability  and  workmen’s  compensation  wrote  in 
1911  concerning  the  division  of  burdens  under  the  new  law:  “We 
think  that  a  fair  way  of  dividing  it  up,  because  it  divides  the  loss 
between  the  employer  and  employee.  The  employers  pays  fifty  per 
cent  and  the  employees  contribute  their  loss  of  wages,  and  pain  and 
suffering.  That  is  the  nearest  to  justice,  it  seems  to  me,  that  we 
can  get.”  Being  assured  of  less  than  half  a  loaf  ( after  a  two-week 
waiting  period )  was  unquestionably  an  improvement  over  a  system 
under  which  a  large  proportion  of  industrial  casualties  received 
nothing.  Workmen’s  compensation  reduced  uncertainty  and  discon¬ 
tent  in  the  treatment  of  work  injuries,  although  what  struck  Com¬ 
missioner  Lowell  as  “nearest  to  justice”  still  left  a  wide  arena  of 
conflict  for  those  who  questioned  his  assessment. 

Determination  of  the  amount  payable  to  the  victim  of  an  injury 
should  be  based,  wrote  Dublin  and  Lotka  in  1930,  on  age,  earning 
capacity,  and  degree  of  disability,  but  payment  schedules  “involve  vio¬ 
lent  empirical  interference”  with  these  principles  “by  the  stipulation 
that  the  basic  amount  of  weekly  earnings  shall  not  exceed  a  wholly 
arbitrary  sum.”’’*  The  same  stricture  applied  to  imposition  of  a  two- 
week  waiting  period  during  which  the  injured  worker  received  noth¬ 
ing  and  the  wholly  arbitrary  cut-off  after  which  payments  ceased. 
Nevertheless,  by  eliminating  many  of  the  inequities  of  the  tort  law 
procedures  for  dealing  with  work  injuries,  particularly  in  the  matter 
of  contributory  negligence,  workmen’s  compensation  represented  an 

Lubo\t-,  Struggle  for  Social  Security,  55. 

“Robert  Asber,  “Business  and  Workers’  Welfare  in  the  Progressive  Era:  Workmen’s 
Compensation  Reform  in  Massachusetts,  1880-1911,’’  Business  History  Bedew,  XLlIl 
(Winter,  1969),  452  475;  see  also  Lawrence  M.  Friedman  and  Jack  Ladinsky,  “Social 
Change  and  the  Law  of  Industrial  Accidents,’’  Columbia  Law  Review,  67  (January,  1967), 
50  82. 

“  James  A.  Lowell,  “Workmen’s  Compensation  and  the  Industries  of  Massachusetts,’’ 
Annals  of  the  American  Academy  of  Political  and  Social  Science,  38  (1911),  239. 

“‘Louis  1.  Dublin  and  Alfred  J.  Lotka,  The  Money  Value  of  a  Man  (New  York,  1930), 
79. 
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improvement  in  the  conditions  of  industrial  labor.  To  appreciate 
this,  one  need  only  examine  the  surviving  evidence  concerning  the 
treatment  of  casualties  before  1912. 

Injuries  at  Lyman  Mills 

Lyman  Mills  case  records  reporting  injuries  to  workers  identify 
the  physical  agencies  or  events  that  were  the  immediate  cause  of 
injury.  Of  814  cases  in  which  this  information  is  available,  513  (63 
per  cent )  resulted  from  encounters  bet\veen  human  bodies  and  parts 
of  moving  machines  or  elevators.  The  remaining  301  injuries  ( 37  per 
cent)  were  caused  by  flying  shuttles  or  falling  objects  (76),  falls 
(68),  wounds  from  metal  or  broken  glass  (75),  eye  injuries  (16), 
bums  ( 12 ),  and  miscellaneous  ( 54 ) . 

The  high  proportion  of  injuries  attributed  to  moving  parts  of  ma¬ 
chines,  such  as  gears,  pulleys,  belts,  beaters,  circular  saws,  and  other 
mechanical  devices,  reflects  unfavorably  on  the  level  of  enforcement 
of  the  1877  Massachusetts  law  requiring  that  moving  machinery  be 
equipped  with  guards.  It  also  reflects  the  hazards,  before  the  indi¬ 
vidual  electric  motor  came  into  use,  accompanying  a  technology 
that  relied  on  belts  connected  to  shafting  geared  to  a  central  power 
source.  Elevators  also  lacked  safe  enclosures,  goggles  were  not  sup¬ 
plied  to  users  of  grinding  wheels,  and  such  seemingly  trivial  injuries 
as  splinters  and  cuts  from  broken  windows  could  have  grave  con¬ 
sequences  in  case  of  infection. 

The  data  are  not  adequate  for  an  assessment  of  the  severity  of 
injuries,  because  they  contain  mill  ov'erseers’  descriptions  of  injuries 
rather  than  physicians’,  and  because  the  amount  of  lost  time  is  not 
recorded.  Many  of  the  injuries  involved  no  lost  time  at  all.  The  Lyman 
Mills  casualties  from  1895  to  1916  included  1  known  fatality,  ampu¬ 
tations  of  5  hands,  36  fingers,  and  6  toes.  Injuries  described  in  the 
reports  as  “flesh  wounds”  could  have  meant  permanent  incapacity 
of  a  hand  or  some  trivial  abrasion.  But  some  evidence  as  to  the  com¬ 
parability  of  the  Lyman  injury  rates  with  those  of  other  cotton  mills 
is  in  the  records  of  insurance  rates.  The  American  Mutual  Liability 
Insurance  Company  charged  a  premium  of  forty  cents  per  hundred 
dollars  in  wages  to  cover  both  Lyman  Mills  and  Dwight  Manufactur¬ 
ing  Company,  of  Chicopee,  Massachusetts  during  the  last  six  months 
during  which  the  employer’s  liability  law  was  applicable.  During  the 

“Lyman  Mills  papers,  volumes  LACI  to  LACI3  (injury  reports)  and  volumes  PHI7 
to  PH20  (correspondence)  were  the  primary  data  source.  Payrolls  from  189.5  to  1910 
were  sampled  to  calculate  departmental  sex  ratios.  Professor  Robert  G.  Layer’s  work  sheets 
on  textile  payrolls  were  also  helpful. 
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first  six  months  under  the  1911  law,  both  companies  were  assessed 
for  insurance  against  this  risk  at  a  rate  of  eighty-five  cents  per  hun¬ 
dred  dollars  in  wages.^® 

In  contrast  to  the  textile  industry,  a  far  greater  toll  of  casualties 
was  recorded  in  other  industries  during  this  period.  In  1906,  forty-six 
men  were  killed  in  the  South  Chicago  works  of  the  United  States 
Steel  Corporation.  Data  from  the  Pittsburgh  Survey  of  this  period 
reveal  526  fatal  work  injuries  in  one  year  in  Allegheny  County,  includ¬ 
ing  125  among  railroad  employees,  71  in  mining,  and  195  in  the  steel 
mills.^^  Thus,  the  use  of  cotton  mill  injury  records  does  not  appear  to 
be  vulnerable  to  the  charge  of  arguing  from  an  extreme  case. 

For  the  male  labor  force,  the  carding  rooms,  shop  and  yard  jobs, 
and  the  cloth  room  were  the  source  of  a  disproportionate  number  of 
casualties,  while  for  women  the  carding  rooms  were  most  hazardous. 
There  were  no  women  in  the  shop  and  yard  force,  and  only  one  injury 
to  a  woman  was  recorded  in  the  cloth  room  from  1895-1912.  Thus, 
some  of  the  most  dangerous  spots  were  reserved  for  male  employees, 
but  spinning  and  weaving  were  not  havens  of  safety,  as  witness  the 
boy  victims  in  the  former  and  the  shuttle  accidents  in  the  latter. 

In  the  carding  rooms,  picker  hands,  strippers,  card  grinders,  and 
speeder  tenders  appeared  frequently  in  the  injury  reports.  In  the  cloth 
room,  the  classifications  of  winder,  folder,  and  shear  tender  accounted 
for  numerous  casualties,  while  in  the  maintenance  shop,  carpenters 
led  the  list  of  injured  workers.  In  each  department  where  both  men 
and  women  were  employed,  men  were  overrepresented  among  the 
casualties,  i.e.,  the  proportion  of  men  among  the  casualties  exceeded 
the  proportion  of  men  in  the  departmental  work  force  so  much  that 
the  probability  that  this  may  have  been  a  random  occurrence  is 
very  small. 


Patterns  of  Contributory  Negligence 

It  is  possible  to  discern  social  patterns  in  the  distribution  of  negli¬ 
gence  charges  among  the  Lyman  Mills  labor  force.  These  accusations 
were  not  randomly  made  against  injured  workers  irrespective  of  their 
job  classification,  demographic  characteristics,  or  cause  of  injury. 
The  belief  that  the  recklessness  of  youth  is  replaced  by  the  caution 
that  comes  with  maturity  seemed  to  be  supported  by  the  Lyman  Mills 
records.  However,  upon  closer  examination  this  relationship  appears 
to  be  spurious.  When  production  departments  are  separated  from 

^  Lyman  Mills  papers,  vol.  EDI;  Dwight  Manufacturing  papers,  vol.  DNIO. 

”  Eastman,  Work  Accidents,  14. 
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the  shop  and  yard  employees,  the  difference  between  adolescent  and 
adult  workers,  while  still  in  the  predicted  direction,  becomes  so  small 
as  to  be  dismissable  as  a  random  variation. 

The  problem  with  age  is  further  complicated  when  the  three  largest 
production  departments  are  examined  separately.  In  the  carding 
rooms  the  proportion  of  injuries  to  adult  workers  in  which  careless¬ 
ness  was  charged  is  significantly  greater  than  in  cases  involving 
adolescent  workers  ( 14-17  age  bracket,  15  of  26  cases  or  57.7  per 
cent;  18  and  older,  160  of  210  cases  or  76.2  per  cent).  In  the  spinning 
rooms,  the  pattern  is  in  the  opposite  direction  with  the  proportion  of 
adult  workers  thus  charged  being  significantly  smaller  than  among 
injured  adolescents  ( 14-17  age  bracket,  66  of  77  cases  or  88.0  per 
cent;  18  and  older,  23  of  33  cases  or  69.7  per  cent).  In  the  weaving 
rooms,  there  was  no  significant  difference  in  this  respect,  but  only  4.3 
per  cent  of  1 17  injuries  to  weaving  personnel  involved  workers  under 
the  age  of  eighteen. 

Women  suffered  proportionately  fewer  injuries  than  men  in  all 
Lyman  Mills  departments  that  employed  both  men  and  women. 
However,  any  inference  that  women  would  have  been  subjected 
proportionately  to  fewer  charges  of  contributory  negligence  is  not 
borne  out  by  examination  of  the  data.  Among  injured  women,  65.5 
per  cent  were  charged  with  carelessness.  For  the  total  male  work 
force,  this  proportion  was  53.6  per  cent,  but  when  the  all-male  shop 
and  yard  force  is  excluded,  the  proportion  for  injured  male  operatives 
was  65.3  per  cent.  A  departmental  breakdown  .showed  one  exception 
to  the  pattern  in  the  spinning  rooms,  where  a  signficantly  higher 
proportion  of  injuries  to  males  than  to  females  was  followed  by 
imputation  of  carelessness.  However,  the  spinning  work  force  in¬ 
cluded  a  large  proportion  of  young  boys  who  not  only  had  the  mo.st 
dangerous  jobs  but  were  taxed  almost  invariably  with  contributory 
negligence. 

The  shop  and  yard  force,  though  over-represented  among  the  male 
casualties,  was  significantly  under-represented  in  the  proportion  of 
cases  involving  charges  of  carelessness.  For  the  1895-1912  period, 
335  of  528  injuries  in  the  production  departments  (63.8  per  cent) 
were  so  labeled,  while  only  10  of  87  injuries  in  the  shop  and  yard 
force  ( 11.5  per  cent)  involved  such  charges.  A  plausible  explanation 
of  this  discrepancy  is  that  the  shop  and  yard  force,  particularly  the 
carpenters,  millwrights,  and  machinists,  had  the  most  skilled  jobs  in 
the  mill  as  well  as  some  of  the  most  hazardous  under  the  prevailing 
state  of  the  industrial  arts.  This  combination  of  circumstances  led  to 
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a  high  incidence  of  injuries  and  relatively  few  charges  of  carelessness 
in  these  departments. 

The  era  was  one  of  massive  immigration  and  many  recruits  to  the 
industrial  labor  force  were  unable  to  speak  English.'*'^  The  heavy  toll 
of  work  injuries  was  often  attributed  to  this  fact.  At  the  Lyman  Mills 
from  1895  to  1912,  47.7  per  cent  of  all  injuries  were  incurred  by 
workers  unable  to  speak  English.  When  the  shop  and  yard  force, 
among  whom  only  4.5  per  cent  of  the  casualties  spoke  no  English, 
is  e.xcluded,  the  percentage  of  injured  workers  unable  to  speak 
English  in  the  production  departments  was  found  to  be  55.0  per  cent. 
Among  353  cases  in  which  contributory'  negligence  was  imputed, 
61.1  per  cent  were  unable  to  speak  English.  The  only  exception  to 
this  pattern  was  in  the  adolescent  work  force,  among  whom  31.5  per 
cent  spoke  foreign  languages  exclusively.  Not  unexpectedly,  recent 
immigrants  were  found  to  be  less  likelv  to  recover  damages  under 
the  liability  law  than  native  Americans  and  earlier  arrivals  who  had 
learned  the  language  or  who  came  from  Engli.sh-speaking  countries. 

The  Decline  of  Contributory  Negligence 

With  the  introduction  of  workmen’s  compensation  in  place  of  em¬ 
ployers’  liability  rooted  in  common  law  traditions,  the  charge  of  con¬ 
tributory  negligence  (after  July  1912  in  Massachusetts)  no  longer 
served  to  save  money  for  the  employer  or  his  insurance  carrier,  and 
the  number  of  such  cases  declined  .sharply.  Obviously  the  Lyman 
Mills  did  not  immediately  become  safer  places  to  work  following  the 
change  in  the  law.  The  1908-1911  average  of  35.5  injury  reports  per 
year  is  comparable  with  the  1913-1916  average  of  39.2  per  year.  But 
there  was  a  statistically  significant  reduction  in  the  proportion  of 
cases  in  which  injury  was  attributed  to  the  victim’s  carelessness.  From 
January  1895  to  July  18,  1912,  345  injuries  of  611  were  recorded  with 
accusations  of  carelessness  (56.5  per  cent).  Beginning  with  the  first 
case  under  the  Workmen.s’  Compensation  law,  from  July  28,  1912 
through  the  end  of  1916,  only  40  of  176  cases  (22.7  per  cent)  were 
taxed  with  contributory  negligence.  In  1911,  52.8  per  cent  of  Lyman 
injury  reports  included  an  accusation  of  carelessness,  while  in  1912 
this  dropped  to  17.6  per  cent. 

This  pattern  is  corroborated  by  injury  reports  of  the  Lawrence 

The  proportion  unable  to  spo.ik  English  in  the  Lyman  work  force  as  a  whole  is  not 
known.  Hence,  the  comparison  between  injured  workers  charged  with  contributory  negli¬ 
gence  and  those  not  charged.  Among  injured  workers  not  taxed  with  carelessness,  71  per 
cent  spoke  English,  while  among  those  defined  as  careless,  39  per  cent  spoke  English. 
Among  the  injured  group  as  a  whole,  52  per  cent  were  English  speakers. 
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Manufacturing  Company,  a  large  cotton  mill  in  Lowell,  where  during 
the  first  six  months  of  1912,  84.5  per  cent  of  injuries  were  attributed 
to  carelessness,  while  during  the  last  six  months  of  that  year,  after 
the  new  law  went  into  effect,  only  12.2  per  cent  of  the  case  records 
include  accusations  of  carelessness  or  violation  of  instructions. 

Conclusion 

Study  of  factory  records  indicates  the  nature  and  distribution  of 
work  injuries  in  a  typical  cotton  mill  during  the  period  in  our  indus¬ 
trial  development  when  the  casualties  of  the  workplace  reached  their 
peak.  These  records  also  reveal  patterns  in  the  imputation  of  con¬ 
tributory  negligence  as  a  defense  under  the  employers’  liability  law. 
In  addition,  conespondence  between  the  manager  of  a  similar  mill 
and  the  liability  insurance  carrier  sheds  light  on  the  tactics  in  the 
day-to-day  conflict  that  characterized  the  disposition  of  industrial 
accident  cases  prior  to  the  time  when  social  insurance  superseded  tort 
law  in  this  field. 

After  the  no-fault  workmen’s  compensation  law  went  into  effect, 
the  number  of  injuries  at  first  remained  at  the  same  level  as  before, 
but  there  was  a  significantly  lower  proportion  of  cases  in  which  the 
injury  was  blamed  on  victim  carelessness.  It  is  difficult  to  avoid  the 
inference  that  charges  of  contributory  negligence  had  often  reflected 
nothing  more  than  expediency,  while  under  the  new  law  there  was 
seldom  any  advantage  to  be  derived  from  such  allegations. 

In  the  relationships  of  the  workplace,  there  are  obvious  disparities 
in  power  that  are  reflected  in  the  accident  records  and  in  the  cor¬ 
respondence  about  disposition  of  damage  claims  discussed  above. 
Changes  in  the  laws  governing  work  casualties  reflected  a  .shift  in 
these  power  relationships  as  a  result  of  intervention  by  the  state. 
These  changes  transformed  the  conflict  over  occupational  hazards, 
to  some  extent,  from  adjudication  of  individual  cases  to  contention 
over  compensation  levels,  over  inclusion  of  occupational  diseases, 
and  over  the  costs  of  preventive  measures. 
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By  Randolph  R.  Resor 

SPECIAL  ASSISTANT  TO  THE  PRESIDENT 
ASSOCIATION  OF  AMERICAN  RAILROADS 
WASHINGTON,  D.C. 


Ruliher  in  Brazil:  Dominance  and 
Collapse,  1876-1945 

e  For  the  first  few  years  of  this  century,  Brazil  was  the  major  supplier 
of  rubber  to  the  world.  However,  the  Amazonian  wild  rubber  industry 
was  unable  to  compete,  in  either  price  or  quality,  with  the  Asian  plan¬ 
tation  rubber  that  began  to  appear  on  world  markets  after  1906.  De¬ 
velopment  of  a  sticcessful  plantation  culture  in  the  Amazon  seemed  im¬ 
perative,  but  even  with  public  subsidy,  plantations  remained  an  economic 
impossibility.  By  1945  the  Brazilian  rubber  industry,  overwhelmed  by 
Asian  production,  had  virtually  disappeared. 

Shidies  of  the  rubber  industry  in  Brazil  have  tended  to  con¬ 
centrate  on  the  “boom”  years  —  the  period  of  high  prices  and  high 
production  between  1900  and  1912.  The  Amazonian  rubber  boom 
is  a  convenient  historical  topic,  with  a  well-defined  beginning  and 
end.  But  the  boom  was  not  an  isolated  event.  The  groundwork  for 
the  destruction  of  the  Brazilian  rubber  industry  was  laid  long  before 
the  boom  years,  in  fact  before  rubber  had  attained  much  com¬ 
mercial  importance.  And  even  after  a  flood  of  East  Asian  plantation 
rubber,  produced  at  one  quarter  of  the  cost  of  the  Brazilian  product, 
had  all  but  destroyed  the  inefficient  Amazonian  industry,  Brazilians 
stubbornly  clung  to  their  belief  that  there  would  always  be  a  market 
for  their  rubber,  no  matter  what  price  they  asked. 

Brazil  possessed  what  is  still  the  best  available  source  of  natural 
rubber:  the  Hevea  Brasiliensis  tree.  Centuries  before  Europeans 
voyaged  to  the  New  World,  the  aboriginal  inhabitants  of  Amazonia 
were  making  shoes,  bags,  and  rubber  balls  of  the  coagulated  sap  of 
the  Hevea.^  It  was  the  existence  of  this  tree,  growing  wild  in  the 
Amazon  rain  forest,  that  made  Brazil  the  world’s  major  source  of 
rubber  until  1913.  But  the  Brazilians  never  succeeded  in  domesticat¬ 
ing  the  wild  Hevea  tree,  and  ironically  it  was  the  Hevea,  “kid- 
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napped”  by  the  British  India  OfiRce  in  1876,  that  formed  the  basis 
of  the  plantation  industry'  that  ended  Brazil’s  dominance  of  rubber 
production. 

Origins  of  the  Asian  Plantations 

The  first  European  to  make  a  detailed  report  on  the  collection 
and  use  of  rubber  was  a  Frenchman,  Charles  Marie  de  la  Condamine, 
who  in  1743  journeyed  across  the  Amazon  basin  from  the  Andes  to 
the  Atlantic  Ocean,  Condamine’s  report,  accompanied  by  samples 
of  Hevea  rubber,  was  read  at  the  French  Academy  of  Sciences.- 
Nevertheless,  rubber  attracted  little  attention  from  colonial  powers 
interested  mainly  in  precious  metals  and  easily  exploitable  native 
populations.  Small  amounts  of  rubber  did  begin  to  trickle  into 
Europe,  however;  in  1770  Joseph  Priestly  —  the  discov'erer  of  oxygen 
—  came  into  possession  of  a  small  sample.  He  discovered  that  it 
could  be  used  to  rub  out  pencil  marks,  and  so  gave  nibber  its  Engli.sh 
name.^ 

In  the  early  1820s  a  small  rubber  manufacturing  industiy  grew 
up  in  England  and  America,  inspired  perhaps  by  the  intermittent 
import  of  Indian-manufactured  articles,  mainly  rubber  shoes,  from 
the  Brazilian  jungle.  But  rubber  in  its  natural  state  grew  tacky  when 
the  weather  was  hot,  and  stiff  and  inelastic  in  the  cold.  The  prod¬ 
ucts  of  these  early  rubber  factories  were  frequently  returned  half- 
melted  by  angiy'  purchasers,  and  most  of  the  companies  folded 
during  the  18.30s.^  In  1840  Charles  Goodyear  discovered  the  vul¬ 
canizing  process,  which  made  rubber  resistant  to  temperature 
changes,  and  laid  the  foundation  for  the  rubber  boom  a  half-centur\' 
later.  The  response  of  rubber  manufacturers  —  and  the  producers 
of  the  raw  material  —  was  immediate.  In  the  year  of  Goodyear’s 
discover)',  Brazil  exported  388  tons  of  nibber.  Ten  years  later,  ship¬ 
ments  amounted  to  1,467  tons,  and  in  1860,  2,700  tons."' 

The  Brazilian  government  first  began  to  manifest  an  interest  in 
this  new  forest  product  in  1853,  when  by  government  decree  the 
Amazon  Steam  Navigation  Compan)'  was  established.  Before  the 
introduction  of  steamships  on  the  Amazon,  sailing  vessels  took  from 
forty  days  to  three  months  to  cover  the  thousand  miles  from  Para  to 
Manaus.  After  1853,  the  journey  took  eight  days  by  steamship.® 
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Prosperity  quickly  followed  the  improvement  in  transportation,  and 
Para  was  transformed  in  less  than  ten  years  from  a  “weedy,  ruinous, 
village-looking  place”  ^  to  a  clean,  modern  city  of  20,000. 

The  sudden  appearance  of  rubber  as  a  commodity  of  some  im¬ 
portance  in  world  trade,  and  the  prosperity  that  came  to  Brazil  as 
a  result  of  the  high  prices  of  the  1860s,  attracted  the  attention  of 
the  British  Foreign  Office.  Clements  Markham,  the  head  of  the 
office,  had  been  knighted  for  introducing  the  cinchona  tree  (from 
which  quinine  is  derived)  into  East  Asia.  The  cinchona,  a  native 
of  South  America,  was  sought  in  the  wild  for  its  bark  in  much  the 
same  way  the  Hevea  tree  was  for  its  sap,  but  had  proved  easy 
to  cultivate  in  plantations,  and  ver\'  profitable  as  well.  Markham 
decided  to  tr\’  the  same  thing  with  the  rubber  tree,  and  the  British 
consul  in  Para,  James  Hay,  was  instructed  to  tr\'  to  find  someone 
who  would  be  willing  to  collect  some  seeds  for  shipment  to  London.® 
There  was  no  formal  ban  on  the  export  of  seeds,  but  it  was  correctly 
assumed  by  Hay  that  the  Brazilian  government  would  not  be  will¬ 
ing  to  allow  rubber  seeds  to  be  taken  out  of  the  countr\'.  So  he 
contacted  several  British  nationals  in  Brazil,  but  with  little  result. 
A  few  seeds  actually  were  smuggled  to  England,  but  failed  to  ger¬ 
minate. 

In  1872  a  book  appeared  in  London,  entitled  Rough  Notes  of  a 
Journey  Through  the  Wilderness.^  Written  by  Henr)'  A.  Wickham, 
then  a  young  planter  at  Santarem,  it  described  a  journey  he  had 
made  from  the  coast  of  V^enezuela  up  the  Orinoco  River  and  down 
the  Rio  Negro  to  Manaus.  Wickham  was  an  amateur  botanist,  and 
thus  could  be  trusted  to  know  what  a  rubber  tree  looked  like.  Ap¬ 
parently  he  also  was  recommended  by  Hay,  who  wrote  an  appendix 
to  Wickham’s  book  describing  the  process  of  rubber  collection  along 
the  Amazon  River.  In  1875  the  English  offered  Wickham  £10  per 
thousand  seeds  for  as  many  as  he  could  get.^'’  He  turned  out  to  be 
more  conscientious  than  the  Foreign  Office  had  imagined,  sending 
70,000  seeds  to  London. 

Seventy  thousand  seeds  would  have  been  impossible  to  smuggle 
out  of  Brazil  but  for  some  amazing  good  luck  on  Wickham’s  part. 
A  brand-new  British  steamer,  the  Amazonas,  built  especially  for  the 
Brazil  trade,  arrived  at  Manaus  just  as  the  rubber  seeds  were  ripen¬ 
ing  along  the  lower  Amazon.  The  officers  in  charge  of  the  cargo  of 
trade  goods  offloaded  and  sold  them,  then  vanished  with  the  pro- 
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ceeds,  leaving  the  hapless  captain  anchored  off  Manaus  with  no 
cargo  and  no  way  of  getting  one,  Wickham  heard  about  the  incident 
and  immediately  contacted  the  captain  of  the  Amazonas,  chartering 
it  in  the  name  of  the  Indian  government  ( which  he  had  no  authority 
to  do)  and  instructing  the  captain  to  bring  his  ship  to  the  junction 
of  the  Tapajoz  and  Amazon  rivers  a  few  weeks  later  to  pick  up  his 
cargo.”  Meanwhile,  Wickham  set  to  work  collecting  his  seeds  on 
the  Tapajoz  plateau,  with  the  aid  of  Tapuyo  Indians. 

Wickham’s  rendezvous  with  the  Amazonas  went  off  perfectly.  The 
problem  of  customs  inspection  was  settled  by  having  the  new 
English  consul  at  Para,  who  was  in  on  the  scheme,  second  Wick¬ 
ham’s  plea  for  quick  clearance  of  “delicate  botanical  specimens 
specially  designated  for  delivery  to  Her  Britannic  Majesty’s  own 
Royal  Gardens  of  Kew.”  **  The  customs  men  waived  an  inspection, 
and  the  seeds  were  off  to  England  and  then  Ceylon  to  become  the 
nucleus  of  the  entire  East  Asian  plantation  industry. 

In  Brazil  the  importance  of  Wickham’s  coup  was  denigrated.  At 
first  it  was  asserted  that  Hevea  trees  wouldn’t  grow  in  Asia.  When 
the  trees  at  Heneratgoda  Bontanical  Gardens  in  Ceylon  flourished, 
it  was  claimed  that  they  wouldn’t  yield  rubber.  When  one  of  the 
Heneratgoda  trees  yielded  275  pounds  of  dry  rubber  in  .3/2  years, 
it  was  claimed  that  the  rubber  would  prove  to  be  of  inferior  quality. 
When  the  rubber  was  proved  not  only  of  the  best  quality,  but 
much  cheaper  to  produce  than  “wild”  Brazilian  rubber,  the  Brazi¬ 
lians  conceded.  But  in  1876,  there  were  only  a  few  seedlings  at 
Heneratgoda,  and  no  Hevea  plantations  anywhere  in  the  world. 
Brazil  was  the  center  of  the  rubber-producing  industry,  and  rubber 
was  becoming  increasingly  profitable.  In  the  middle  and  late  1870s 
prices  were  depressed,  but  after  1880,  buoyed  up  by  the  demand 
resulting  from  the  bicycle  craze,  and  later  the  automobile,  prices 
rose  almost  continuously.  After  1885  the  price  of  fine  Para  rubber 
never  went  below  sixty  cents  a  pound,  and  reached  a  dollar  more 
than  once  before  the  turn  of  the  century.*^ 

Organization  of  the  Brazilian  Rubber  Industry 

In  1850  the  collection  of  wild  rubber  in  the  Amazon  was  carried 
on  much  as  it  had  been  for  centuries  by  the  aboriginal  Brazilian 
Indians.  Only  the  easily  accessible  trees  were  tapped,  and  then 
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only  part  of  the  year.  Henry  Bates,  in  his  book  The  Naturalist  on 
the  River  Amazons  noted  the  informality  of  rubber  tapping:  “The 
rubber  trees  seem  to  be  no  man’s  property’  hereabouts.  'The  people 
we  met  with  told  us  they  came  ever)'  year  to  collect  rubber  on  these 
islands  fon  the  Amazon  delta  near  Para]  as  soon  as  the  waters  had 
subsided,  namely,  in  August,  and  remained  till  January  or  Feb¬ 
ruary.”  “ 

The  native  system  was  not  well  suited  to  the  demands  of  an  in¬ 
dustrial  world  to  which  rubber  was  rapidly  becoming  a  critically 
important  commoditv',  and  it  did  not  survive  the  increasing  demand 
and  higher  prices  of  the  1880s.  For  one  thing,  the  trees  on  the  river- 
banks  near  Para  were  overtapped  and  ceased  to  yield  well.  Someone 
had  to  go  back  from  the  banks,  into  the  forest,  and  locate  tappable 
trees,  something  Bates’  part-time  collectors  were  not  willing  to  do. 
New  areas  had  to  be  opened  up.  Transportation  had  to  be  provided 
to  get  the  rubber  to  Para  or  Manaus  for  export.  Most  important  of 
all,  some  solution  had  to  be  found  to  the  chronic  labor  shortage  that 
developed  as  a  result  of  the  opening  of  new  areas  for  rubber- gather¬ 
ing.  Rubber- tapping  was  a  labor-intensive  business,  and  the  native 
population  was  far  too  small  to  provide  the  necessary  number  of 
workers. 

The  labor  problem  was  to  remain  the  most  pressing  throughout 
the  boom  years  of  the  rubber  industry.  The  source  of  labor  was 
ready  enough:  the  parched  Brazilian  Northeast,  where  many  of  the 
inhabitants  eked  out  a  living  on  the  edge  of  starvation.  In  1877  and 
1878,  a  drought  far  more  severe  than  usual  struck  the  Northeast, 
coinciding  closely  with  the  beginnings  of  big  business  in  the  rubber 
industry.  The  recruiters  sent  by  the  Amazonian  rubber  factors  did 
not  have  to  offer  much  to  convince  starving  and  destitute  men  to 
leave  their  homes  for  the  jungle.  Many  nordestinos  succumbed  to 
the  promises  made  by  these  men,  who  offered  an  advance  payment 
of  500  milreis  and  free  passage  to  their  work  location.  What  the 
recruiters  did  not  say  was  that  the  advance  and  passage  cost  would 
be  debited  to  the  accounts  of  these  unfortunate  laborers,  along  with 
a  20  per  cent  “commission.”  This  left  the  seringueiros  ( as  the  rubber 
tappers  were  called)  perhaps  800  milreis  in  debt  before  they  had 
even  seen  a  rubber  tree.*'* 

The  men  whose  agents  recmited  in  the  Northeast  were  known  as 
patroes;  they  had  direct  control  over  the  seringais,  or  rubber  estates, 
of  the  Amazon.  Some  had  been  seringueiros  in  the  early  days  of  the 
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industry,  and  had  acquired  squatter  s  rights  over  an  area  along  the 
bank  of  one  or  another  river.  But  as  rubber  prices  rose,  control 
passed  into  the  hands  of  fewer  and  fewer  men.  The  local  small¬ 
holder  was  rapidly  displaced  by  the  wealthy  man  with  political 
connections. 

Once  a  patrao  had  secured  title  to  a  piece  of  land,  by  purchase, 
squatter’s  rights  or  force,  it  had  to  be  developed.  The  first  necessity 
was  the  laying  out  of  estradm,  looping  paths  five  or  six  miles  long 
that  ran  from  a  point  on  the  riverbank  into  the  jungle,  past  150  to 
200  rubber  trees,  and  back  to  the  starting  point.  The  men  who  laid 
out  these  paths  were  known  as  matteiros;  they  were  the  highest- 
paid  laborers  in  the  Amazon,  receiving  the  equivalent  of  a  dollar 
per  ruhher  tree  for  their  work,  and  possessed  an  uncanny  talent 
for  finding  nibber  trees  and  connecting  a  maximum  number  of 
them  with  the  shortest  possible  path.*”  Conditions  for  the  serin- 
gueiro  were  primitive;  the  housing  was  minimal  and  the  estrada 
path  was  anything  but  a  broad,  clear  highway.  In  The  Rubber 
Country  of  the  Amazon,  Henry  Pearson  describes  a  typical  estrada: 
“. . .  if  the  reader  has  pictured  a  sylvan  pathway,  broad  and  smooth 
and  easy  to  traverse,  he  is  going  too  far.  A  stranger,  unused  to  a 
forest,  would  never  suspect  the  existence  of  these  paths,  and  once 
he  was  on  one  would  have  difficulty  following  it.”  *’ 

Adding  to  the  seringueiro’s  difficulties  was  the  four-to  sLx-month 
rainy  season,  during  which  his  trees  could  not  be  tapped  at  all. 
Moreover,  he  had  to  buy  all  his  food  and  clothing,  and  the  imple¬ 
ments  he  would  need  to  tap  his  rubber  trees,  on  credit  from  the 
patraos  store.  Prices  were  predictably  outrageous  —  from  50  per 
cent  to  200  per  cent  above  the  patrao’s  cost.**  Unless  rubber  prices 
were  very  high,  the  patrao  probably  made  more  profit  from  what  he 
sold  the  seringueiro  than  from  the  sale  of  rubber.  All  of  those 
necessities  were  debited  to  the  seringueiro’s  account  at  the  begin¬ 
ning  of  each  rubber-gathering  season,  and  the  debt  was  liquidated 
by  the  delivery  of  rubber  to  the  patrao. 

The  rubber  the  seringueiro  collected  was  brought  to  a  central 
location  about  twice  monthly  and  weighed,  10  per  cent  being  de¬ 
ducted  for  "shrinkage.”  One  half  the  remaining  amount  was  the 
patrao’s,  the  other  half  the  seringueiro’s.  From  the  seringueiro’s  half 
another  10  per  cent  was  deducted  to  cover  freight  and  port  charges. 
Whatever  was  left  was  credited  against  the  seringueiro’s  outstanding 
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debt  at  the  prevailing  price.  If  by  some  chance  the  value  of  the 
rubber  exceeded  the  amount  of  the  rubber  gatherer’s  debt,  he  was 
paid  the  difference  in  cash.  This  did  not  often  happen.***  Some  of 
the  worst  perils  a  serin gueiro  faced,  however,  were  things  his 
patrao  had  little  to  do  with.  Many,  many  rubber  tappers  succumbed 
to  disease  or  hostile  Indians  and  left  their  bones  in  the  jungle.  And 
while  debtors  were  not  legally  bound  to  their  creditors  in  Brazil, 
a  long  trip  down  a  wild  river  alone  was  risky’  venture  for  any  man, 
even  a  jungle-hardened  seringueiro. 

The  patrao  was  in  some  ways  as  much  of  a  debt  peon  as  his  ser- 
ingueiros.  The  goods  he  bought  for  resale  to  his  workers  were  sup¬ 
plied  by  an  aviador,  a  wholesaler  based  in  Manaus  or  Para.  The 
aviador  made  up  a  sort  of  “package  deal,”  obtaining  from  various 
sources  all  the  needs  of  the  patrao  and  quoting  a  single  price  that 
included  river  freight,  warehouse  charges,  and  of  course  a  sub¬ 
stantial  profit  margin.  Sales  by  aviadors  to  patroes  were  made  on 
credit,  just  as  were  the  patrao’s  sales  to  his  seringueiros.  The  aviador 
shipped  the  patrao  the  entire  package  at  the  beginning  of  the 
nibber-tapping  season,  and  then  became  consignee  for  all  the 
patrao’s  rubber  shipments,  which  were  applied  by  the  aviador  to 
the  liquidation  of  the  outstanding  debt.  The  patrao  did  not  charge 
his  seringueiros  interest  on  the  amounts  they  owed  him,  but  the 
aviador  charged  the  patrao  10  per  cent  to  20  per  cent  from  the  date 
of  invoice  of  the  goods  to  the  date  rubber  was  delivered  in  pay- 
ment.^®  The  patrao,  unlike  the  seringueiro,  normally  managed  to 
liquidate  his  debt  by  the  end  of  each  season.  But  this  topheavy, 
cumbersome  system,  with  its  exorbitant  markups  and  interest 
charges,  had  a  major  part  in  insuring  that  Brazilian  rubber  would 
not  be  price-competitive  with  East  Asia. 


Rise  Of  The  Asian  Industry 

At  the  turn  of  the  century  the  Amazon  Basin  and  Africa  were  the 
world’s  two  main  sources  of  supply,  accounting  between  them  for 
over  90  per  cent  of  total  production.  But  the  volume  of  wild  rubber 
shipments  was  unpredictable.  While  demand  grew  rapidly,  rubber 
output  fluctuated  from  year  to  year,  actually  declining  in  1902  and 
1908.***  Prices  rose  as  output  lagged  further  and  further  behind 
demand,  but  there  seemed  to  be  no  new  sources  of  wild  rubber 
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available,  and  no  one  yet  dreamed  that  plantation  rubber  could 
supplant  wild  production.  However,  by  1890  Henry  Wickham’s 
seeds  had  grown  into  trees  in  Ceylon,  and  the  botanists  at  Herenat- 
goda  were  beginning  to  obtain  answers  to  the  question  of  whether 
plantation  rubber  culture  of  the  Hevea  Brasiliensis  was  commer¬ 
cially  possible.  The  first  tappings  of  the  young  Heveas  were  at¬ 
tempted  in  1882,  mainly  to  see  if  the  trees  would  yield  rubber  at  all. 
Once  it  was  established  that  the  trees  did  contain  latex,  the  bot¬ 
anists  devoted  themselves  to  devising  methods  of  tapping  that 
would  be  superior  to  the  Brazilian  system.  The  Brazilian  macha- 
dinho  was  known  to  damage  the  cambium  of  the  rubber  tree,  caus¬ 
ing  swelling  and  a  reduced  flow  of  latex.  After  a  great  deal  of 
experimentation.  Dr.  Henry  N.  Ridley  of  Singapore  developed  a 
method  of  excising  the  bark,  rather  than  cutting  into  it,  which  gave 
very  good  yields.-- 

Still,  questions  remained  in  many  areas.  Since  Sir  Clements 
Markham’s  choice  of  the  Hevea  Brasiliensis  in  1870,  dozens  of 
plants  not  previously  known  as  rubber  yielders  had  become  com¬ 
mercially  important.  In  most  cases  no  research  at  all  had  been  done 
on  the  practicability  of  cultivating  them.  One  tree  with  which 
plantation  culture  had  been  attempted  was  the  Castilloa  elastica; 
the  results  had  been  very  poor.  And  many  planters  were  simply 
unwilling  to  invest  capital,  labor,  and  land  in  an  untried  crop.  “The 
idea  of  cultivating  a  ‘jungle  forest  tree’,”  said  Henry  Wickham, 
“was  looked  upon  as  not  less  than  visionary.” 

Then,  during  the  late  1880s  and  1890s  a  coffee  blight  ravaged 
many  areas  of  East  Asia.  The  coffee  industry  in  Ceylon  was  com¬ 
pletely  wiped  out,  and  many  planters  turned  to  rubber  cultivation. 
Rubber  could  be  planted  on  land  prexiously  cleared  for  coffee,  and 
thus  provided  a  way  to  salvage  part  of  the  investment.*^  The  first 
commercial  rubber  plantations  in  Ce)  Ion  must  have  been  established 
sometime  in  the  early  1890s;  the  first  shipment  of  plantation  rubber 
—  one  and  a  quarter  tons  —  to  reach  world  markets  came  from  Cey¬ 
lon  in  1898,  and  it  sold  at  the  price  then  prevailing  for  fine  hard 
Para  rubber  from  Brazil.^® 

After  that  first  shipment  in  1898,  things  began  to  move  more 
rapidly.  In  Singapore,  Dr.  Henry  N.  Ridley  reported  that  “the  de¬ 
mand  for  plants  and  seeds  of  Para  rubber  was  greatly  in  excess  of 

“  I.  H.  Btirkill,  “Early  Distribution  of  Para  Rubber  Plants,”  Bulletin  ( Straits  Settlement, 
1915),  (]uofed  in  Journal  of  Heredity,  19  (1928),  202. 

“  Henry  A.  Wickham,  On  the  Plantation  Curinp  and  Preparation  of  Para  Indian  Rubber, 
45  47,  quoted  in  Journal  of  Heredity,  19  (1928),  207. 
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supply,  but  21,035  plants  and  10,875  seeds  were  supplied  to  plant¬ 
ers  in  Singapore,  Selangor,  Malacca,  Pahang,  British  Borneo  and 
elsewhere.”  Ridley,  the  director  of  the  Singapore  Botanic  Gar¬ 
dens,  was  the  most  active  of  the  handful  of  botanists  seeking  to 
popularize  rubber  cultivation  in  East  Asia.  Until  1898,  his  efforts 
had  had  little  effect.  Even  the  21,035  plants  mentioned  above 
would  cover  just  a  bit  more  than  140  acres. 

In  1906  the  first  rubber  congress  in  East  Asia  was  called  at  Peri- 
deniya,  Ceylon.  The  excellent  results  achieved  by  the  pioneer  rub¬ 
ber  plantations  were  reported,  as  were  the  proper  methods  of 
cultivating  rubber  trees.  Herbert  Wright,  then  Controller  of  Experi¬ 
ment  Stations,  Ceylon,  made  some  rosy  —  and,  as  it  turned  out,  con- 
seiA’ative  —  predictions  about  the  future  demand  for  rubber.-’  The 
subsequent  boom  in  rubber  planting  was  probably  due  as  much 
to  the  prevailing  high  prices  as  to  Wright’s  propaganda  efforts,  but 
in  any  case,  by  1909,  184,000  acres  were  producing  rubber  in  Cey¬ 
lon  alone,  and  241,000  more  in  British  Malaya.-^  Because  of  the 
minimum  seven-year  wait  between  the  planting  and  tapping  of 
nibber  trees,  production  figures  and  profits  lagged  far  behind  plant¬ 
ings.  Even  in  1906,  however,  10  per  cent  dividends  on  paid-in  capi¬ 
tal  were  more  the  nile  than  the  exception.  Plantation  rubber, 
although  it  was  cured  with  acetic  acid  instead  of  smoke,  was 
gaining  favor  with  manufacturers  because  of  its  low  percentage  of 
impurities.  While  even  upriver  fine  Para,  the  best  Brazilian  grade, 
contained  from  16  to  20  per  cent  foreign  matter,  plantation  fine  rub¬ 
ber  contained  less  than  2  per  cent.^® 

The  missionary  work  of  Dr.  Ridley  and  others  was  financed  by 
the  British  government,  which  made  every  effort  to  assure  favorable 
conditions  for  rubber  cultivation.  Import  duties  on  goods  neces¬ 
sary  for  the  cultivation  of  rubber  were  low,  and  export  taxes  on  the 
finished  product  ranged  from  low  to  non-existent.  Rubber  for  ex¬ 
port  was  not  taxed  at  all  in  Ceylon,  and  in  the  various  Malaysian 
jurisdictions  the  levy  ranged  from  2V2  per  cent  to  5  per  cent  ad 
valorem  Cheap  and  dependable  transportation  was  provided  to 

Henry  N.  Ridley,  Annual  Report  Straits  Settlement,  Royal  Botannic  Cardens  (N.P.: 
1897),  (|uoted  in  Journal  of  Heredity,  19  (1928),  210. 

-■’Herbert  Wright,  The  Science  of  Para  Rubber  Cultivation,  (Colombo,  1907),  37. 

^  “Some  Notes  on  Plantation  Rubber,”  The  India  Rubber  World  (hereafter  referred 
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European  and  American  markets.  By  1910,  high-quality  Asian  rub¬ 
ber,  sometimes  selling  for  less  than  fine  hard  Para,  was  beginning  to 
make  major  inroads  on  world  markets. 


Weaknesses  In  The  Brazilian  Industry 

The  rubber-producing  countries  of  Amazonia  presented  a  striking 
contrast  with  East  Asia.  Rubber  was  regarded  by  Brazil  as  a  sort 
of  “black  gold,”  so  valuable  that  no  encouragement  was  needed  to 
induce  men  to  seek  it  out.  Despite  ample  evidence  that  the  life  of 
the  seringueiro  was  not  pleasant,  no  attempt  was  made  to  improve 
his  lot.  And  the  awkward  system  of  river  transport  on  the  Amazon, 
which  frequently  involved  multiple  transshipments  from  canoe  to 
steam  launch  to  riverboat  to  ocean  freighter,  seems  to  have  been 
considered  entirely  satisfactory.  As  long  as  the  rubber  gatherers 
paid  their  taxes,  the  governments  of  Brazil,  Peru,  and  Bolivia 
seemed  willing  to  sit  by  and  watch  their  treasuries  fill  up. 

Brazil’s  tax  levies  were  gigantic.  In  the  states  of  Amazonas  and 
Para,  import  duties  were  fixed  at  100  per  cent  of  the  value  of  all 
imported  goods.’’^  Since  the  seringueiro  subsisted  largely  on  im¬ 
ported  canned  food,  and  most  of  his  tools  were  also  imports,  these 
taxes  fell  heavily  on  him.  To  the  cost  of  the  imports  plus  tax  were  of 
course  added  the  enormous  markups  of  the  patrao,  making  the  ser- 
ingueiro’s  cost  of  living  unbearably  high.  Amazonas  and  Para,  as 
well  as  Matto  Grosso  and  the  federal  territory  of  the  Acre,  also 
levied  onerous  export  taxes  on  all  rubber  shipments.  Before  1913, 
the  base  levy  was  20  per  cent  in  all  areas,  with  additional  local  and 
special  taxes  above  and  beyond  that.  One  of  the  main  objectives  of 
the  ambitious  Brazilian  Defesa  da  Borracha  (Defense  of  Rubber), 
promulgated  in  early  1912,  was  the  reduction  of  these  levies.  The 
effort  met  with  little  success:  “Finally  Para  and  Matto  Grosso  agreed 
to  an  annual  diminution  of  ten  per  cent  in  the  existing  charge  of 
twenty  per  cent  until  the  tax  was  reduced  to  ten  per  cent  on  the 
value  of  all  shipments  [this  was  the  plan  of  the  Defesa  da  Borracha], 
the  Federal  Government  on  its  part  undertaking  to  apply  similar 
terms  for  the  rubber  produced  in  the  national  territories  .  .  .  [how¬ 
ever]  the  Governor  of  Para  has  stated  publicly  that  he  favors  re¬ 
tention  of  the  full  twenty  per  cent  .  .  .  and  continues  to  levy  that 
rate.” 

The  enormous  tax  revenues  from  rubber  were  used  largely  to 
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finance  the  construction  of  vast  public  buildings  and  for  the  crea¬ 
tion  of  whole  new  departments  of  State  government.  The  most 
spectacular  use  of  revenues  was  in  the  construction  of  the  Teatro 
Amazonas  in  Manaus,  a  gigantic  opera  house  built  largely  of  ma¬ 
terials  imported  from  Europe  at  stunning  cost.  The  government  of 
Amazonas  fondly  hoped  that  European  opera  companies  could  be 
lured  to  the  Amazon  to  perform  for  the  rubber  barons,  but  fears 
of  yellow  fever  outweighed  all  the  inducements  Amazonas  offered, 
and  few  opera  companies  came  to  the  Teatro.  Most  of  the  Federal 
tax  revenues  from  the  Acre  territorx’  were  spent  in  southern  Brazil; 
the  upper  Amazon  got  no  public  buildings  as  a  monument  to  all  the 
“black  gold”  that  came  down  from  the  Acre  and  Purus  Rivers.  But 
the  Brazilian  Federal  Government  did  undertake  one  major  project 
in  connection  with  the  rubber  boom:  the  Madeira-Mamore  Railway, 
built  to  provide  a  route  around  the  rapids  on  the  Madeira  River  and 
to  settle  a  border  dispute. 

The  border  between  Bolivia  and  Brazil  ran  through  trackless 
jungle  inhabited  by  only  a  few  aboriginal  Indians,  and  until  the  de¬ 
velopment  of  the  rubber  industry  there  had  been  no  particular  in¬ 
centive  to  define  the  border  closely.  But  as  rubber  prices  rose, 
Brazilian  seringueiros  flooded  into  the  area,  and  the  question  of 
where  the  border  lay  became  pressing.  In  the  dispute,  Brazil  won, 
largely  because  of  the  number  of  Brazilian  nationals  already  in  the 
area.  Bolivia  ceded  191,000  square  kilometers  of  the  upper  Amazon, 
including  the  Acre  River,  to  Brazil,  and  therefore  lost  its  only 
navigable  outlet  to  the  Atlantic  Ocean.^^  Brazil  agreed  to  pay  an 
indemnity  for  receipt  of  this  huge  and  valuable  chunk  of  the  Ama¬ 
zon,  which  contained  some  of  the  finest  rubber-producing  regions 
in  the  whole  valley,  and  agreed  to  build  the  railroad  around  the 
rapids  of  the  Madeira  River  in  order  to  give  Bolivian  commerce  an 
easy  route  to  the  Atlantic. 

In  the  tradition  of  just  about  everything  constructed  in  Ama¬ 
zonia  during  the  rubber  boom,  the  Madeira-Mamore  Railway  was 
expensive.  Two  hundred  twenty  miles  long,  it  cost  $30,000,000,  or 
about  $137,000  per  mile.’^  Because  no  native  wood  could  resist 
the  attack  of  the  cupim  termites,  crossties  of  eucalyptus  wood  were 
imported  from  Formosa,  and  North  American  white  pine  was  used 
in  construction  of  buildings.'*''  Despite  its  high  construction  cost,  the 

“  Frederic  William  Garzert,  “The  Boundary  Controversy  in  the  Upper  Amazon  Between 
Brazil,  Bolivia  and  Peru,  1903  -1909,”  The  Ilixpanic  American  Historical  Bcciew,  14 
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railroad  might  have  managed  to  pay  for  itself,  and  would  certainly 
have  carried  a  substantial  volume  of  traffic,  if  it  had  been  opened 
while  the  price  of  rubber  was  high.  But  the  first  train  did  not  run 
the  length  of  the  road  from  Porto  Velho  below  the  rapids  to  Cuaja- 
rarnirim  above  them  until  July  15,  1912,  more  than  a  year  after 
prices  had  collapsed.  Traffic  was  always  light,  and  just  over  two 
years  after  being  opened  to  traffic,  the  Madeira-Mamore  Railway 
declared  bankruptcy.®*’’ 

No  other  serious  attempt  was  made  by  the  Brazilian  government 
to  improve  transport  in  Amazonia.  River  channels  were  never 
marked  or  dredged,  and  the  tremendous  changes  in  river  level  from 
the  rainy  to  the  dry  season,  sometimes  over  forty  feet,  made  naviga¬ 
tion  hazardous  on  all  but  the  largest  and  deepest  rivers.  Ships  fre¬ 
quently  ran  aground,  and  sometimes  sand  built  up  around  them 
before  they  could  be  refloated,  trapping  them  permanently.®’  Im¬ 
provements  to  the  harbors  at  Manaus  and  Para  were  made  neces¬ 
sary  by  the  sheer  volume  of  traffic  generated  by  the  rubber  boom. 
The  Port  of  Para,  an  American  company  headed  by  Percival  Far- 
quhar,  was  commissioned  to  build  an  elaborate  system  of  quays, 
warehouses,  and  repair  facilities  in  April  of  lOOfi.®**  The  Brazilian 
federal  government  guaranteed  the  construction  bonds,  and  levied 
a  special  tax  of  2  per  cent  ad  valorem  on  all  rubber  exported  through 
Pard  to  service  them.®®  The  work  was  incomplete  when  the  col¬ 
lapse  of  the  rubber  boom  halted  construction  in  1912,  but  even  so 
the  facilities  proved  more  than  adequate. 

The  port  improvements  at  Manaus,  begun  in  1902,  were  less 
grandiose  than  those  of  Para,  though  probably  no  cheaper  to  oper¬ 
ate.  The  Manaos  Harbor  Ltd.,  a  British  company,  faced  a  difficult 
problem  in  designing  the  docks  at  Manaus:  the  river  level  rose  and 
fell  thirty  to  forty  feet  annually.  To  overcome  these  tremendous 
changes,  the  company  devised  a  system  of  floating  docks,  from 
which  cargo  was  transferred  to  the  shore  by  means  of  aerial  cables. 
Henry  Pearson,  the  editor  of  the  India  Rubber  World,  remarked  on 
seeing  this  unique  arrangement  during  his  first  visit  to  Manaus  in 
1910:  “1  was  told  that  it  cost  38^*  to  transfer  each  case  of  rubber  from 
the  pier  to  the  deck.  Not  a  long  journey,  but  expensive  when  one 
considers  that  that  is  just  about  what  it  would  cost  to  ship  the  same 
case  from  New  York  to  Australia.” 
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By  1909  rubber  was  Brazil’s  second  largest  export  crop,  behind 
coffee.  But  despite  the  vital  importance  of  rubber  as  a  source  of 
tax  revenues  and  foreign  exchange  earnings,  there  was  great  un¬ 
certainty  over  how  much  a  pound  of  Brazilian  rubber  actually  cost 
to  produce.  Part  of  this  uncertaint)’  was  due  to  the  nature  of  the 
industry  —  costs  varied  both  with  the  industriousness  and  tastes  of 
the  individual  seringueiros,  and  with  the  location  of  the  producing 
areas  —  and  part  to  the  Brazilian  propensity  for  not  keeping  records. 
In  1913  a  Britisher,  Charles  Akers,  produced  some  plausible  esti¬ 
mates  in  his  comparison  of  the  Asian  and  Brazilian  rubber  indus¬ 
tries.  Assuming  the  average  seringueiro  produced  750  pounds  of 
rubber  of  all  grades  during  a  season,  Akers  arrived  at  a  cost  of 
about  sixty  cents  per  pound  of  cured  dr\-  rubber.^’  The  proportions 
of  fino,  entrefinay  and  sernamhij  in  total  output  varied  from  vear  to 
year,  from  one  rubber-producing  region  to  another,  and  from 
seringueiro  to  seringueiro.  But  from  1900  on,  generally  about  50 
per  cent  of  each  year’s  exports  were  reported  as  fine  hard  Para,  the 
rest  being  a  mix  of  entrefina  and  sernamby  (scrap)  rubber.  Since 
entrefina  and  sernamby  usually  sold  for  half,  or  less  than  half,  the 
price  of  fine  hard  Para,  it  can  be  estimated  using  .\ker’s  figures  that 
a  price  of  at  least  ninety  or  ninety  five  cents  per  pound  of  fina  would 
be  reejuired  to  make  the  collection  of  Amazonian  latex  profitable. 

Cost  figures  for  East  Asian  plantations  are  more  easily  available. 
Although  in  1909  rubber  was  still  a  ver\’  new  crop,  and  there  was  a 
great  deal  of  experimentation  with  various  types  of  tapping  systems 
and  methods  of  coagulation  of  latex,  the  cost  per  pound  of  rubber 
on  almost  anv  Asian  plantation  was  far  below  the  Brazilian  figure. 
In  its  annual  report  for  190f),  the  Bukit  Rajah  Rubber  Co.  of  British 
Malaya  released  some  data  that  attracted  wide  attention.  Bukit 
Rajah  cited  a  cost  of  just  over  fourteen  cents  (U.S.)  per  pound  of 
rubber,  cured,  packed,  and  delivered  to  London.  At  prices  prevail¬ 
ing  in  1909,  the  company  estimated  an  average  profit  of  86.16(‘  per 
pound  of  rubber  it  sold.^-  The  Bukit  Rajah  Rubber  Co.  was  one  of 
the  oldest  and  best  managed  rubber  plantation  companies  in  Asia. 
But  judging  from  the  dividends  declared  for  1909,  it  could  not  have 
cost  some  other  companies  much  more  to  produce  their  rubber.  For 
the  year  1909,  the  Consolidated  Malay  Rubber  Estates  declared  an 
80  per  cent  dividend  on  paid-in  capital,  as  did  the  Vallambrosa 
Rubber  Co.  Vallambrosa  was  also  one  of  the  older  Asian  companies, 
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having  planted  its  first  trees  in  1898.  The  average  rate  of  profit  for 
seventeen  “typical”  rubber  companies  in  1909  was  41  per  cent.^^ 

These  rates  of  profit  were  so  great  that  a  virtual  panic  broke  out 
in  London  as  the  British  public  scrambled  to  buy  rubber  shares.  In 
January  of  1910  the  India  Rubber  World  was  moved  by  the  spec¬ 
tacle  to  begin  a  special  monthly  feature  entitled  “The  British  Rub¬ 
ber  Craze,”  which  provided  running  totals  of  the  number  of  com¬ 
panies  organized  and  the  value  of  shares  offered.  By  July  of  1910 
a  total  of  294  companies,  with  a  total  capital  of  $176,000,000,  were 
floated  on  the  London  markets.  Only  eleven  of  these  294  companies 
planned  ventures  in  Brazil.  All  this  feverish  speculation,  however, 
was  only  the  crest  of  a  wave  of  plantation  expansion  that  had  been 
building  since  1906.  From  1906  through  1908,  600,000  acres  of  rub¬ 
ber  had  been  planted  in  East  Asia;  in  1909  alone,  300,000  more  were 
added.  In  1910,  the  year  that  many  of  the  companies  organized 
during  the  “rubber  craze”  began  operations,  400,000  acres  were 
brought  under  cultivation  in  the  Netherlands  East  Indies,  Ceylon, 
and  Malaysia.^^ 

In  April  of  1910  the  price  of  fine  hard  Para  briefly  passed  $3.00 
per  pound,  and  one  lot  of  plantation  crepe  rubber  from  Ceylon  sold 
for  $3.24 V2.  Predictably,  when  the  dividend  reports  began  to  come 
in  for  1910,  they  were  even  more  incredible  than  those  of  the  pre¬ 
vious  year.  The  directors  of  the  Vallambrosa  Rubber  Co.,  in  declar¬ 
ing  a  250  per  cent  dividend  for  the  fiscal  year  ending  in  August, 
1910,  said:  “It  is  respectfully  submitted  that  no  other  [agri] cultural 
interest  in  the  history  of  the  world,  under  normal  conditions  and  in 
open  competition,  has  ever  shown  such  profits  as  have  been  derived 
from  rubber  planting.” 


Brazilian  Reaction  To  Asian  Competition 

Belatedly,  Brazil  recognized  the  threat.  Plantation  production 
accounted  for  less  than  5  per  cent  of  world  output  in  1909,  but  none 
of  the  trees  planted  after  1905  were  yet  producing.  The  Brazilian 
government  decided  to  call  a  Rubber  Congress  at  Manaus,  to  as¬ 
sure  rubber  consumers,  British  planters,  and  the  world  in  general 
that  Amazonia  intended  to  remain  competitive.  Representatives  of 
all  the  rubber-producing  nations  in  South  America,  as  well  as  the 
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officers  of  companies  engaged  in  producing  rubber  in  the  Amazon, 
or  who  used  the  Amazonian  product,  were  invited. 

The  most  significant  part  of  the  congress  was  the  open  discussion 
of  the  problems  of  the  Amazonian  industr)-.  Delegates  offered  pro¬ 
posals  for  the  clearing  of  river  channels,  and  for  more  and  cheaper 
steamship  service.  They  discussed  the  perennial  labor  shortage 
(with  the  rapid  growth  of  the  industrv',  there  never  seemed  to  be 
enough  seringueiros )  and  advanced  suggestions  for  improv  ing  the 
lot  of  the  rubber  tappers.  There  was  extensive  debate  of  the  possi¬ 
bilities  of  plantation  rubber  cultivation  in  Amazonia,  and  the  first 
real  attempt  was  made  to  delimit  the  rubber-producing  areas  of  the 
Acre  and  the  upper  Amazon.  The  only  tangible  result  of  the  con¬ 
ference,  however,  was  a  promise  by  the  Brazilian  government  to 
establish  an  experimental  rubber  plantation.  No  firm  commitments 
were  obtained  from  anyone  on  the  other  proposals.  But  some  of  the 
private  companies  extracting  rubber  agreed  to  plant  trees  in  the 
jungle  to  replace  those  which  their  seringueiros  had  killed  through 
overtapping.^® 

However  limited  its  accomplishments,  the  Rubber  Congress  ap¬ 
parently  served  as  an  effective  morale-builder  for  those  who  were 
beginning  to  doubt  the  viability  of  the  Amazonian  industry.  Many 
of  the  discussions  and  lectures  were  held  in  the  spectacular  Teatro 
Amazonas,  and  the  verv’  existence  of  the  modem  city  of  Manaus 
deep  in  the  Amazon  jungle  was  proof  of  the  wealth  that  had  come 
with  the  mbber  boom.  The  editor  of  the  India  Rubber  World,  re¬ 
turning  from  the  conference,  was  prompted  to  make  several  op¬ 
timistic  statements  about  the  future  of  the  Amazonian  rubber  in¬ 
dustry.  Although  conceding  the  success  of  Asian  plantation  mbber, 
he  seemed  to  feel  there  would  always  be  room  for  the  wild  product: 
“One  mistake  our  transatlantic  friends  [the  British]  have  made  in 
regard  to  mbber  ...  is  in  assuming  that  plantation  products  from 
the  Far  East  will  drive  the  forest  mbber  areas  of  the  Amazon  out 
of  competition.  There  will  always  be  such  a  demand  for  mbber  as 
will  insure  a  profit  in  this  production,  and  however  much  Ceylon 
and  Malaysia  may  produce,  Brazil  will  be  called  upon  continually 
to  increase  its  output.” 

Demand  for  rubber  did  continue  to  increase  rapidly.  But  what 
the  editor  could  not  foresee  was  the  incredibly  rapid  growth  of 
plantation  mbber  production.  In  1910  East  Asian  plantations  ac¬ 
counted  for  perhaps  10  per  cent  of  world  production,  and  wild 

4«  “The  Rubber  Congress  at  Manaos,”  IRW,  42  (1910),  216. 

‘‘  “The  Rubber  Congress  at  Manaos,”  233. 
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rubber,  from  Brazil,  Africa,  and  Central  America,  for  90  per  cent. 
Brazil  alone  accounted  for  nearly  half  the  world  total.  But  only 
three  years  later  East  Asia  passed  Brazil,  and  by  1920  the  propor¬ 
tions  were  reversed,  with  wild  rubber  accounting  for  less  than  11 
per  cent  of  a  world  supply  that  had  grown  fourfold. 

During  early  1910,  while  the  British  were  investing  in  rubber 
companies  as  fast  as  the  printers  could  make  up  stock  certificates, 
and  the  Brazilians  were  celebrating  three-dollar-per-pound  rubber, 
the  public  in  the  United  States  contented  itself  with  vitriolic  attacks 
on  an  alleged  “Rubber  Trust,”  which  was  claimed  to  be  behind  the 
swift  rise  in  prices  that  began  in  early  1909.  The  “Rubber  Trust” 
seems  to  have  been  largely  a  creation  of  editorial  writers  of  that 
trust-busting  era.  At  the  time  of  the  furor  over  high  rubber  prices. 
United  States  manufacturers  were  in  fact  trying  hard  to  reduce 
their  dependence  on  high-priced  Brazilian  rubber.  In  June  of 
1910,  the  India  Rubber  World  asserted;  “In  one,  two  or  three  years 
ninety  per  cent  of  all  this  rubber  [used  to  make  automobile  tires] 
will  come  back  to  the  manufacturers  through  reclaimers.”  Amer¬ 
ican  interests  were  also  heavily  involved  in  the  development  of 
methods  for  extracting  rubber  from  the  guaytde  shrub,  a  native  of 
arid  northeast  Mexico.  In  1910  about  9500  tons  of  rubber  came 
from  guayule,  up  from  only  335  tons  five  years  earlier.^** 

The  Brazilians  were  certainly  not  opposed  to  manipulating  the 
market  if  they  saw  some  benefit  in  it  for  themselves.  In  1907  the 
Brazilian  government  quietly  engaged  in  a  scheme  to  buy  up  Ama¬ 
zonian  rubber  in  order  to  raise  the  price,  and  succeeded  for  a  time. 
But  in  the  autumn  of  1907  there  was  a  recession  in  the  United  States, 
the  world  s  largest  consumer  of  rubber.  Hard  on  the  heels  of  that 
recession  came  especially  large  shipments  from  Amazonian  pro¬ 
ducers,  prompted  in  part  by  the  prevailing  high  prices.  The  result 
was  a  collapse  of  the  support  scheme  when  the  government  ran  out 
of  funds  for  the  purchase  of  all  that  rubber,  and  a  collapse  in  the 
price  of  fine  hard  Para  from  its  1907  high  of  $1.38  to  an  early  1908 
low  of  $.82  per  pound,  the  lowest  figure  since  1902,  when  the  huge 
supplies  were  dumped  on  the  New  York  market.®®  After  this  experi¬ 
ence,  Brazil  was  understandably  reluctant  to  undertake  any  more 
schemes  of  this  kind,  at  least  for  a  while. 

By  1910  there  was  general  agreement  that  whatever  the  reason 
for  three-dollar-per-pound  rubber,  the  market  would  not  long  sup- 


“What  Helps  to  Keep  Rubber  Dear,”  IRW,  42  (1910),  300. 
*'■'  P.  W.  Barker,  “Rubber  Statistics  1900  -1937,”  5. 
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port  a  price  that  was  three  times  the  production  cost  of  Amazonian 
wild  rubber,  and  eight  to  ten  times  that  of  the  plantation  product.®^ 
These  expectations  were  confirmed  as  early  as  December  of  that 
year,  when  fine  hard  Para  sank  to  $1.69.  Bv  the  end  of  1911,  the 
price  was  down  to  $1.00  per  pound."'-  Everyone  except  the  Brazil¬ 
ians  seemed  to  realize  that  high  rubber  prices  were  not  going  to 
last  forever.  Brazil  would  not  accept  the  possibility  of  a  price  de¬ 
cline;  extravagance  was  piled  on  extravagance  by  the  governments 
of  the  rubber-producing  states.  Whatever  fears  mav  have  been  ex¬ 
pressed  about  Asian  competition  at  the  Rubber  Congress  in  Manaus 
had  been  forgotten  with  rubber  at  over  $.1.00  per  pound.  No  fur¬ 
ther  heed  was  given  to  the  problems  of  the  rubber  industry,  and 
plans  to  build  an  experimental  rubber  plantation  were  forgotten. 

But  the  sharp  price  decline  of  late  1910  continued  into  1911  as 
governments  and  rubber  barons  alike  watched  with  horror.  Ruin 
threatened  the  overextended  aviadores.  The  Brazilian  government 
was  gravely  concerned;  for  several  years  rubber  had  been  Brazil’s 
second  largest  export,  and  in  1910  it  had  come  close  to  being  num¬ 
ber  one.  In  that  year  coffee  exports  totaled  $127,212,875  (U.S.) 
against  $124,400,714  for  rubber.®'*  In  mid-1911,  therefore,  the  Bra¬ 
zilian  government  decided  to  make  an  attempt  to  halt  the  fall  of 
rubber  prices.  Despite  the  fact  that  rubber  had  fluctuated  between 
$.75  and  $1.50  per  pound  from  1897  to  1908,  the  support  target  was 
set  at  $2.00,  The  Bank  of  Brazil  was  authorized  to  buy  rubber  at 
that  price  from  producers  and  hold  it  until  the  market  price  rose 
to  at  least  that  level. This  scheme  to  support  rubber  prices  was  no 
more  successful  than  a  number  of  similar  projects  to  prop  up  coffee 
prices.  Brazilian  nibber  shipments  in  1911  did  decline  more  than 
10  per  cent  from  the  1910  level  as  a  result  of  the  Bank  of  Brazil’s 
efforts,  but  the  decline  in  Amazonian  output  was  more  than  made 
up  for  by  a  doubling  of  plantation  production.  The  price  of  fine  hard 
Para  continued  to  fall  and  finally  the  Bank  of  Brazil  was  forced  to 
liquidate  its  rubber  holdings  at  a  tremendous  loss. 

Even  while  the  Bank  of  Brazil  was  engaged  in  its  ill-fated  attempt 
to  support  prices,  the  Brazilian  federal  government  was  drawing  up 
plans  for  the  Defesa  da  Borracha,  Brazil’s  first  real  attempt  to  deal 
with  the  long-range  problems  of  the  Amazonian  rubber  industry. 
Vast  in  scope,  the  Defesa  da  Borracha  was  a  frontal  attack  on  prob- 

.'.I  “The  United  States  Rubber  Company’s  Best  Year,”  /R\V’,  42  (1910),  .315. 

Jaerjues  Hnber,  “The  Present  and  Future  of  the  Native  ‘Hevea’  Rubber  Industry,” 
/nw,  42  (1910),  315. 

■■^Bulletin  of  the  Pan  American  Union,  33  (1911),  64. 
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lems  that  had  plagued  the  rubber  industry  since  before  Henry 
Wickham  stole  his  seeds.  A  preliminary  announcement,  containing 
a  summary  of  the  Defesa  Act,  was  released  on  January  5,  1912,  and 
the  complete  text  followed  on  April  17.  Ambitious  proposals  were 
made  for  improvement  of  the  Amazonian  transportation  system.  A 
number  of  narrow-gauge  railways  were  proposed  to  circumvent 
rapids  on  the  Tapajos,  Xingu,  Negro,  and  Branco  Rivers.  Several 
important  rivers  in  the  Acre  were  to  be  dredged  to  render  them 
navigable  year-round  by  vessels  of  three-foot  draft.  A  railway  was 
proposed  to  connect  Para  with  the  national  railway  network  at  a 
point  in  Minas  Gerais.  And  all  ships  sailing  on  the  rivers  of  the 
Amazon  Basin  were  declared  exempt  from  any  taxes  or  duties  what¬ 
ever. 

Brazil  announced  it  would  establish  a  network  of  experimental 
stations  in  all  rubber-producing  states,  to  study  the  practicability  of 
cultivating  rubber,  and  the  best  methods  to  use  in  cultivation.  Seed 
was  to  be  distributed  free  to  anyone  who  applied,  and  hospitals 
were  to  be  established  throughout  the  interior  of  Amazonia  to  serve 
the  seringueiros,  who  were  also  to  be  encouraged  to  grow  their  own 
foodstuffs.  Premiums  were  announced  for  anyone  undertaking  the 
cultivation  of  rubber  trees,  and  all  equipment  and  tools  used  in  the 
rubber  industry  were  declared  exempt  from  import  duties.  Perhaps 
most  important,  the  Defesa  Act  proposed  an  agreement  with  the 
rubber-producing  states  whereby  they  would  lower  their  export 
taxes  on  wild  rubber  by  10  per  cent  per  year,  up  to  a  maximum  re¬ 
duction  of  50  per  cent  (i.e.,  to  10  per  cent  from  20  per  cent  ad  va¬ 
lorem).  Plantation  rubber  was  to  be  completely  exempt  from  all 
export  levies.®® 

The  accomplishments  of  the  Defesa  da  Borracha  were  much  less 
grandiose  than  its  aims.  Import  duties  were  abolished  on  tools  and 
materials  for  rubber  cultivation,  and  one  experimental  station  was 
set  up  near  Belem  (Para).  Amazonas  lowered  its  export  tax  to  18 
per  cent,  and  then  to  15  per  cent,  but  the  governor  of  Para  re¬ 
fused  to  lower  his  state  s  tax  from  20  per  cent.®®  In  late  1915,  Ama¬ 
zonas  returned  its  tax  to  18  per  cent.®^  Almost  nothing  was  done 
about  improving  transportation.  The  government  began  to  build  a 


“  Cameiro,  Rubber  in  Brazil.  The  detailed  regulations  of  April  1912  occupy  thirty 
pages  of  Carneiro’s  monograph. 

Monograph  No.  23  is  in  English.  The  other  twenty-bs’o  monographs,  published  in 
Portuguese,  are  detailed  surveys  of  the  rubber  industries  of  individual  states,  and  a  survey 
of  Balata  production  ( Balata  is  an  inelastic  rubber  similar  to  gutta-percha,  used  mainly  as 
an  insulating  material). 

“  Akers,  The  Rubber  Industry,  106. 
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railway  to  circumvent  the  rapids  on  the  Tocantins  River,  but  aban¬ 
doned  it  unfinished.  No  dredging  of  river  channels  was  ever  begun, 
and  none  of  the  other  railways  ( with  the  exception,  of  course,  of  the 
Madeira-Mamore,  which  predated  the  Defesa  da  Borracha)  ever 
got  past  the  survey  stage. 

In  1915,  Joseph  Woodruffe  said  in  his  crusading,  acerbic  book. 
The  Rubber  Industry  of  the  Amazon:  “Much  has  been  expected 
from  the  Defesa  da  Borracha,  which  cost  the  Federal  Government 
ridiculous  sums  of  money.  The  only  persons  to  profit  were  the  high¬ 
ly  salaried  officials,  the  sum  total  of  whose  efforts  was  reports  of 
doubtful  value,  certainly  in  practice.  Its  suggestions  for  the  estab¬ 
lishment  of  factories  and  all  the  other  benefits  promised  in  the  De¬ 
cree  of  April,  1913,  have  come  to  naught,  even  the  tapping  tools 
suggested  by  experts  having  failed  to  show  their  superiority  over 
the  much-maligned  machadinho.” 

Woodruffe’s  criticism  perhaps  goes  a  bit  too  far.  In  conception 
the  Defesa  da  Borracha  was  a  remarkable  piece  of  legislation;  had 
all  of  its  provisions  been  enacted,  Brazil  might  have  remained  a  com¬ 
petitive  producer  of  rubber  for  much  longer.  The  failure  of  the 
Defesa  was  due  not  so  much  to  maladministration  as  to  lack  of  re¬ 
sources.  Brazil  possessed  neither  the  money  nor  the  skilled  per¬ 
sonnel  to  rectify  all  the  inefficiencies  of  the  Amazonian  rubber  in¬ 
dustry  in  a  few  years.  One  recurring  assumption  —  expressed  or 
implied  —  in  the  statements  of  both  the  Brazilian  government  and 
rubber  experts  was  that  since  the  Hevea  Brasilicnsis  was  native  to 
the  Amazon,  it  should  grow  better  there  than  anywhere  else.  The 
Superintendencia  da  Defesa  da  Borracha  never  had  a  chance  to  test 
this  assumption.  But  twenty  years  later,  Henry  Fords  Brazilian 
project,  with  the  enormous  resources  of  the  Ford  Motor  Company 
behind  it,  proved  unable  to  establish  profitable  rubber  plantations 
in  Amazonia. 

Rubber  shipments  from  the  Amazon  peaked  in  1912  at  just  over 
41,000  tons.  With  the  failure  of  the  Defesa  da  Borracha  in  1913, 
and  a  steep  fall  in  prices,  output  slumped  to  35,000  tons  in  that  year, 
and  declined  further,  to  33,000  in  1914.  In  1913  Asian  plantations 
shipped  59,000  tone  of  rubber,  exceeding  Brazilian  production  for 
the  first  time.  In  1914  East  Asian  output  reached  74,000  tons  and 
the  price  of  fine  hard  Para  rubber  sank  to  sixty-three  cents  per 
pound  in  New  York.*’” 


Schurz,  “Rubber  Production  in  the  Amazon  Valley,”  38. 
™  Woodruffe,  The  Rubber  Industnj  of  the  Amazon,  123. 
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Efforts  to  Revivt:  Brazilian  Rubber 

The  beginning  of  World  War  I  prevented  the  price  of  rubber  from 
dropping  any  further;  through  the  war  years  fine  hard  Para  and 
best-quality  plantation  rubber  sold  for  an  average  of  sixty-five  cents 
per  pound.  Brazilian  producers  could  make  money  at  this  low  price 
only  if  they  controlled  costs  carefully.  The  result  of  the  price  fall 
was  thus  a  complete  disappearance  of  the  aviadores;  in  the  interests 
of  economy  patroes  dealt  directly  with  importers  and  wholesalers. 
Seringueiros  began,  out  of  necessity,  to  grow  their  own  food.  And 
the  old  system  of  credit  purchases  vanished.  Everyone,  including 
the  seringueiros,  paid  cash.'*’  Other  economies  were  adopted  as 
well.  During  the  height  of  the  boom,  rubber  was  carefully  packed 
in  wooden  crates  and  shipped  to  the  exporters  at  Manaus  or  Para 
aboard  river  steamers.  In  1914  Asensi  fit  Co.,  a  rubber  company  on 
the  Machado  River,  simply  threaded  a  rope  through  holes  in  the 
centers  of  a  hundred  or  so  pclles  of  rubber,  making  a  sort  of  raft 
which  was  marked  with  a  flag  and  tossed  in  the  river  to  float  down¬ 
stream  to  market.  Two  men  were  detailed  to  follow  the  “raft”  in 
a  canoe  and  haul  it  out  at  its  destination.'*” 

In  December  of  1914  something  happened  that  started  the  Bra¬ 
zilians  dreaming  of  the  return  of  boom  times.  The  British,  attempt¬ 
ing  to  deprive  the  Central  Powers  of  rubber  supplies,  embargoed 
rubber  shipments  by  their  colonies  to  any  point  outside  the  British 
empire.  Over  60  per  cent  of  the  world  s  rubber  came  from  British 
East  Asia,  but  the  United  States  consumed  nearly  three-quarters 
of  world  production.  For  one  month  it  appeared  as  though  Brazil 
would,  out  of  necessity,  again  become  a  major  supplier  of  rubber. 
The  price  of  fine  hard  Para  doubled  and  United  States  manufac¬ 
turers  issued  dire  warnings  of  the  effect  the  embargo  would  have 
on  business.  The  United  States  quickly  agreed  to  refrain  from 
shipping  rubber  products  to  Germany,  however,  and  the  embargo 
was  lifted  in  late  January  1915.®** 

During  the  war  years  plantation  rubber  production  increased  al¬ 
most  exponentially  —  from  74,000  tons  in  1914  to  nearly  350,000  in 
1919.  The  price  of  rubber  remained  high  only  because  of  the  huge 
wartime  needs  of  the  Allies.  But  after  the  signing  of  the  Armistice 

"'“The  Rubber  Situation  in  Brazil,”  IRW,  51  (1914),  62.  “The  Rubber  Situation  in 
Brazil”  was  a  regular  monthly  feature  in  the  IRW  until  the  early  1920s.  After  1912  it 
was  usually  just  a  short  letter  from  “our  regular  Brazilian  correspondent.”  His  name  was 
never  given. 
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in  1918,  things  took  a  turn  for  the  worse  in  the  rubber  industry. 
The  end  of  World  War  I  was  followed  closely  by  a  severe  business 
depression;  the  demand  for  crude  rubber  collapsed,  and  in  early 
1920  the  price  started  falling.  By  the  end  of  that  year  best-quality 
plantation  rubber  was  selling  for  nineteen  cents  per  pound.  In  July 
of  1921  the  price  reached  an  all-time  low  of  just  over  fourteen 
cents 

At  this  price  even  the  most  efficient  plantation  companies  could 
barely  make  a  profit;  for  Amazonian  producers  it  was  a  disaster. 
The  Amazonian  industry  had  managed  to  produce  about  33,000 
tons  of  rubber  a  )’ear  throughout  the  war,  but  when  the  price  hit 
fourteen  cents  a  pound,  shipments  from  the  Amazon  Basin  sank 
to  their  lowest  point  in  30  years.  In  late  1923  a  United  States  mis¬ 
sion  studying  rubber  production  in  Amazonia  reported:  “At  the 
present  time  the  industry'  is  in  a  very  uncertain  and  demoralized 
condition.  On  some  rivers  in  Brazil  .  .  .  the  rubber  area  has  been 
abandoned  and  the  population  has  moved  to  other  sections.  In 
Peru  gathering  has  practically  ceased.  Rubber  is  still  being  pro¬ 
duced  in  eastern  Bolivia,  but  this  is  mainly  due  to  the  fact  that  a 
few  individuals  control  immense  acreages,  and  even  here  produc¬ 
tion  has  been  curtailed.” 

Brazil  accounted  in  1921  for  about  8  per  cent  of  world  rubber 
production,  and  there  was  therefore  little  (if  any)  international 
concern  over  the  plight  of  the  Brazilian  industry.  But  in  East  Asia 
the  situation  was  very  different.  Ninety-two  per  cent  of  world’s 
rubber  came  from  East  Asia,  and  75  per  cent  of  that  production 
was  from  British-controlled  areas.®”  The  British  government  saw 
a  great  opportunity  in  the  prostrate  Asian  rubber  industry.  While 
British  companies  in  British  colonies  produced  67  per  cent  of  the 
world’s  rubber,  most  of  their  exports  went  to  the  United  States, 
which  consumed  over  70  per  cent  of  the  world’s  production.  There¬ 
fore,  any  seheme  to  aid  the  plantation  rubber  industry  by  raising 
prices  would  also  aid  the  stockholders  of  British  rubber  companies, 
and  the  British  government.  The  United  States,  of  course,  would 
pay  most  of  the  bills.  To  the  British  government,  saddled  with  huge 
war  debts,  this  was  a  very  attractive  proposition.®^ 

The  Act  of  Parliament  known  as  the  Stevenson  Rubber  Restric¬ 
tion  Act  took  effect  on  November  1,  1922.  It  was  very  simple:  the 
amount  of  rubber  released  for  export  from  British  East  Asia  in  any 

•*  Figart,  “The  Plantation  Rubber  Industry  in  the  Middle  East,”  4. 

*•'’  Schiirz,  “Rubber  Production  in  the  Amazon  Valley,”  8. 

Fipart,  “The  Plantation  Rubber  Industry  in  the  Middle  East,”  3. 
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calendar  quarter  was  to  be  some  percentage  of  “base”  191^1920 
output,  depending  on  the  average  price  of  rubber  in  the  preceding 
quarter.  Any  exports  above  the  quota  for  each  plantation  were  to 
be  taxed  at  a  prohibitive  rate.  In  the  first  quarter  of  the  scheme’s 
operation,  exports  were  set  at  60  per  cent  of  base  production.®®  The 
United  States  was  slow  to  realize  the  potential  cost  of  the  Stevenson 
scheme.  In  1923  U.S.  rubber  manufacturers  were  just  recovering 
from  the  recession,  and  production  was  still  at  very  low  levels. 
Only  Harvey  S.  Firestone,  the  head  of  the  Firestone  Tire  &  Rubber 
Co.,  spoke  out  in  opposition  to  the  restriction.  In  February  1923  he 
convinced  the  U.S.  Congress  (if  not  his  fellow  manufacturers)  that 
the  United  States  ought  to  have  rubber  supplies  under  its  control. 
The  result  of  Firestone’s  efforts  was  a  $500,000  appropriation  for 
studies  of  all  possible  rubber-producing  areas  in  the  world,  with  the 
aim  of  determining  the  feasibility  of  establishing  U.S.-owned  plan¬ 
tations.®® 

But  Firestone  did  not  content  himself  with  simply  trying  to  prod 
the  United  States  government  into  action.  He  undertook  studies 
of  his  own,  and  approached  his  close  friend  Henry  Ford  about  a 
possible  Ford  interest  in  rubber  plantations.  Whether  by  arrange¬ 
ment,  or  simply  because  his  attention  was  attracted  by  Firestone’s 
one-man  crusade,  the  Brazilian  consul  in  New  York  wrote  Henry 
Ford  in  April  1923,  to  advise  him  that  favorable  terms  were  avail¬ 
able  to  American  companies  that  would  undertake  to  “cultivate 
rubber  plantations  in  the  State  of  Para.”^®  Apparently  by  agree¬ 
ment  with  Ford,  Harvey  Firestone  turned  his  attention  to  areas 
outside  the  New  World.  But  Ford  became  seriously  interested  in 
Brazil.'^^ 

After  four  years  of  research  on  plantation  possibilities  and  pro¬ 
tracted  negotiations  with  the  Brazilian  federal  government,  during 
which  time  the  workings  of  the  British  rubber  restriction  scheme 


“Second  Report  of  the  Stevenson  Committee,”  reproduced  in  Lawrence,  The  World’s 
Struf’f’le  With  Rubber,  113. 

““Lawrence,  The  World’s  Struggle  With  Rubber,  51.  Besides  the  reports  hy  Schurz  and 
Figart,  the  Crude  Rubber  Survey  project  also  produced  “Marketing  of  Plantation  Rubber,” 
by  J.  J.  Blandin  (Bulletin  No.  180)  and  “Possibilities  for  Para  Rubber  Production  in  the 
Philippines,”  by  C.  F.  Vance  et  al.  (Bulletin  No.  17).  1  believe  there  was  a  study  of 
Africa  as  well. 

■“J.  C.  Alves  de  Lima  in  a  letter  to  Henry  Ford,  quoted  in  Mira  Wilkins  and  Frank 
Ernest  Hill,  Americart  Business  Abroad  (Detroit,  1964),  166. 

Firestone  established  a  plantation  in  Liberia  at  about  the  same  time  that  Ford  was 
considering  his  Brazilian  venture.  Unlike  Fdrdlandia  and  Belterra,  Firestone’s  plantation 
was  an  almost  immediate  success.  In  1940,  when  Ford  was  still  struggling  to  produce  1,000 
tons  of  rubber  a  year.  Firestone  shipped  7,000.  By  the  end  of  World  War  11,  output  from 
the  Firestone  venture  had  reached  20,000  tons.  Further,  the  plantation  still  produces  rubber; 
in  March  1975  the  Washington  Post  carried  a  filler  item  about  Liberian  rubber  shipments 
to  U.S.  ports. 


362  BUSINESS  HISTORY  REVIEW 


had  forced  the  price  of  best-quality  rubber  to  $1.23  per  pound.  Ford 
decided  to  take  the  plunge.  On  October  26,  1927,  the  company  an¬ 
nounced  the  acquisition  of  2,500,000  acres  along  the  Tapajos  River 
in  the  State  of  Para.’-  Initially  there  were  high  hopes  for  the  Ford 
project.  Special  exemptions  on  import  and  export  duties  were 
granted  to  Ford  by  both  the  Federal  government  and  the  State  of 
Para.  In  December  1927,  the  India  Rtdiher  World  declared:  “In 
less  than  ten  \’ears  80,000  aeres  can  be  planted  .  .  .  with  labor  now 
available  in  the  surrounding  region,  and  a  few  years  later  produc¬ 
tion  should  average  fort)’  million  pounds  of  rubber,  at  least.” 

However,  problems  appeared  almost  immediately.  The  perennial 
internecine  dispute  between  the  States  of  Amazonas  and  Para  be¬ 
gan  again:  high-quality  rubber  seed  was  to  be  brought  from  Matto 
Grosso  for  the  Ford  plantation,  but  the  State  of  Amazonas  would 
not  let  it  pass.  Instead,  the  governor  tried  to  persuade  Ford  to  re¬ 
locate  across  the  Tapajos  in  Amazonas.  After  lawsuits  against  the 
state  failed  to  gain  release  of  the  seed.  Ford  gave  up  and  planted 
inferior  seedlings  from  Para.’^  From  the  beginning  the  work  of 
planting  went  slowly.  In  November  of  1931,  the  manager  of  Fdrd- 
landia,  as  the  plantation  was  known,  pointed  out  to  Ford  manage¬ 
ment  that  in  three  years  less  than  3300  acres  of  rubber  had  been 
planted,  although  on  East  Asian  plantations  it  was  customary  to 
start  15,000  to  18,000  acres  per  year. 

Fordlandia  began  to  seem  increasingly  unsatisfactory  to  Ford 
managers.  The  hilly  terrain  made  clearing,  planting  and  the  tap¬ 
ping  of  rubber  trees  difficult  and  costly.  Worse,  the  Tapajos  River 
proved  to  be  too  shallow  during  the  dry  season  to  permit  navigation 
by  ocean-going  ships.’”’  In  1935  Ford  arranged  to  trade  a  piece  of 
the  vast  Fordlandia  concession  for  a  new  tract  of  land  thirty -one  by 
thirty-nine  miles,  only  twenty-six  miles  above  Santarem  on  the 
Tapajos.  The  new  concession  was  named  Belterra,  and  Ford  began 
all  over  again  the  work  that  had  been  done  at  Fdrdlandia:  con¬ 
struction  of  a  new  town  in  the  jungle  to  house  Ford  employees,  and 
the  clearing  and  planting  of  land  with  rubber  trees.  Belterra  was  a 
better  choice  than  Fordlandia.  The  Ford  town  of  Pindobal  could  be 
reached  all  year  by  ocean-going  vessels,  the  soil  was  rich,  and  the 
land  was  level.  Planting  progressed  much  more  rapidly  than  at 
Fordlandia;  in  five  years  12,300  acres  were  under  cultivation, 

“The  Ford  Rubber  Concession  in  the  Amazon  Valley,”  IRW,  77  (1927),  56-57. 

73  “The  Ford  Rubber  Concession,”  56. 

•*  Wilkins  &  Hill,  American  Business  Abroad,  172. 

”“The  Ford  Rubber  Plantations:  1”  IRW,  104  (1941),  35. 
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planted  with  high-yielding  stock  from  East  Asia.  It  appeared  that 
Ford’s  Brazil  Project  was  finally  going  to  produce  some  results. 

But  the  worst  problem  Fordlandia  and  Belterra  were  to  encounter 
came  only  after  the  rubber  trees  were  in  the  ground  and  apparently 
well  established.  Beginning  in  1935,  epidemic  attacks  of  bugs,  root 
disease,  leaf  blight,  and  viral  and  fungal  infections  decimated  the 
young  rubber  trees.  The  seedlings  grown  from  native  seed  proved 
no  more  resistant  than  the  high-yielding  East  Asian  strains.  Cater¬ 
pillars  and  sauba  ants,  red  mites,  black  crust,  yellow  scale,  lace  bugs 
(a  pest  unknown  in  Amazonia  before  the  start  of  the  Ford  planta¬ 
tion)  and  South  American  leaf  blight  weakened  and  killed  many 
trees.’^  In  East  Asia  the  Hevea  Brasiliensis  had  no  serious  problems 
with  disease;  in  1906  the  Comptroller  of  Experiment  Stations  in 
Ceylon  reported  only  a  type  of  root  rot.'^”  But  in  Brazil,  all  the 
Hevea’s  natural  pests  were  close  at  hand.  When  the  trees  were  scat¬ 
tered  through  the  Amazon  rain  forest,  a  pest  that  attacked  one  tree 
would  not  necessarily  attack  another.  But  in  close  proximity  on  the 
Ford  plantation,  the  Hevea  trees  provided  an  easy  target.  Ford  was 
never  able  to  control  the  diseases  that  afflicted  its  trees;  as  soon  as 
one  infestation  was  brought  under  control,  another  would  appear. 
In  1942  a  Ford  executive  visited  Belterra,  just  in  time  to  witness  the 
appearance  of  a  tremendous  horde  of  caterpillars,  which  came,  he 
said,  “in  swarms  like  locusts,  and  laid  their  eggs  only  in  the  new 
shoots  at  the  top  of  the  trees.  At  that  height  they  cannot  be  seen 
until  it  is  too  late,  then  they  swarm  down  the  tree  eating  all  before 
them.”  A  severe  attack  of  leaf  blight  followed  the  defoliation  by 
the  caterpillars,  and  after  losing  their  leaves  twice,  many  trees  were 
too  weak  to  put  out  a  third  flush  of  foliage.*” 

Neither  Fordlandia  nor  Belterra  ever  came  close  to  profitability; 
rubber  output  from  the  two  plantations  rarely  exceeded  1,000  tons 
per  year,  even  during  World  War  II  when  East  Asian  producing 
areas  had  been  lost  to  the  Japanese.  And  the  successful  develop¬ 
ment  of  synthetie  rubber  during  the  war  undermined  the  rationale 
for  Ford’s  project.  With  a  domestic  synthetic  rubber  industry  able 
to  supply  most  U.S.  needs,  there  was  no  longer  any  reason  to  fear 
another  restriction  scheme.*^  In  November  1945,  all  the  Ford  prop¬ 
erties  in  Amazonia  were  sold  to  Brazil  for  $244,700.  Ford’s  net  loss 

7(1  “The  Ford  Rubber  Plantations:  TI,”  IRW,  104  (1941),  4.5. 

^  “The  Ford  Rubber  Plantations:  11,”  47  -48. 

Wright,  The  Science  of  Para  Rubber  Cultivation,  8. 

Archibald  Johnston,  Manager  of  the  Ford  plantations,  quoted  in  Wilkins  &  Hill, 
American  Business  Abroad,  182. 

**  Wilkins  &  Hill,  American  Business  Abroad,  182. 

Stem,  Rubber,  Natural  and  Synthetic,  68. 
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on  the  sale  was  $7,840,177.’’-  The  Brazilians  were  eager  to  try  where 
Ford  had  failed,  and  they  set  out  to  make  Fordlandia  and  Belterra 
into  successful  rubber  plantations.  But  they  had  no  more  success 
than  Ford.  Today  Fordlandia  is  used  for  cattle  raising.  There  is  a 
small  experimental  station  at  Belterra  which  produces  a  little  rub- 
ber.”'* 

Conclusion 

Sixty  years  ago,  the  rubber  experts  who  analyzed  Brazil’s  situa¬ 
tion  were  unanimous  in  blaming  the  collapse  of  the  Amazonian  rub¬ 
ber  industry  on  inefficiency,  greed,  and  governmental  complacency 
and  inaction.  If  the  government  would  only  encourage  the  estab¬ 
lishment  of  rubber  plantations,  improve  transportation,  and  lower 
port  charges  and  taxes,  these  experts  asserted,  Brazil  would  be  able 
to  regain  its  rightful  place  as  a  major  rubber  producer. 

The  export  taxes  imposed  on  rubber  were  clearly  excessive,  con¬ 
sidering  the  small  taxes  imposed  by  those  Asian  producing  areas 
that  taxed  rubber  exports  at  all.  Eliminating  all  the  Brazilian  taxes 
would  have  lowered  the  cost  of  Amazonian  rubber  by  up  to  24  per 
cent.  If  these  taxes  had  been  eliminated,  however,  where  would 
the  money  have  come  from  for  all  the  elaborate  projects  the  rub¬ 
ber  experts,  and  the  Superintendencia  da  Dtfesa  da  Borracha, 
proposed?  River  channels  cannot  be  dredged  and  marked  without 
cost  to  someone.  Extensive  port  facilities  are  costly  to  build  and 
to  maintain.  Railways  are  very  expensive  to  build  and  operate 
through  trackless  jungles.  The  Madeira-Mamore  Railway,  for  ex¬ 
ample,  charged  a  passenger  fare  of  thirteen  cents  a  mile,  and  at 
Manaus  the  port  charges  were  higher  than  ocean  freight  to  New 
York  or  London.®^  If  the  Brazilian  government  had  implemented 
the  Defesa  da  Borracha,  these  charges  might  have  been  lowered  by 
a  subsidy.  But  nothing  is  free;  the  subsidy  money  would  have  had 
to  be  taken  from  some  other  use.  Whether  export  tax  revenue 
should  have  been  used  to  aid  the  rubber  industry  is  immaterial;  its 
use  for  that  purpose  would  simply  have  reduced  the  short-run 
profitability  of  the  Amazonian  rubber  industry  in  the  slim  hope  of 
insuring  its  long-run  viability  (assuming  the  tax  money  was  used 
for  capital  improvements ) . 

But  could  Amazonian  rubber  —  even  aided  by  lavish  public  works 
projects  —  have  ever  competed  successfully  with  the  East  Asian 

“  Wilkins  &  Hill,  American  Business  Abroad,  183. 

“  Wilkins  &  Hill,  American  Business  Abroad,  184. 

Kravigny,  The  Jungle  Route,  188.  The  Manaus  port  charges  are  mentioned  by  Pearson. 
Vide  footnote  40. 
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product?  The  wild  rubber  industry  certainly  could  not  have;  costs 
could  never  be  as  low  in  the  collecting  of  wild  rubber  as  in  the  op¬ 
eration  of  an  efficient  plantation.  It  was  generally  acknowledged  as 
early  as  1910,  even  by  some  Brazilians,  that  the  future  of  the  rubber 
industry  lay  in  plantation  production.  And  Henry  Ford’s  experience 
at  Fordlandia  and  Belterra  shows  that  the  development  of  planta¬ 
tion  rubber  in  Amazonia,  if  it  is  possible  at  all,  will  be  very  ex¬ 
pensive. 

East  Asian  plantations  had  low  capital  costs  —  as  low  as  $350 
( U.S. )  per  acre  cleared  and  planted  to  rubber,  and  maintained  for 
the  seven  years  until  the  trees  began  to  produce.®'*  Ford’s  cost,  had 
the  plantations  ever  been  brought  into  bearing,  would  have  been 
much  higher.  High  capital  costs  mean  high  interest  charges.  Even 
assuming  equal  labor  wage  rates,  an  Amazonian  plantation  would 
cost  more  to  start  and  to  operate  than  one  in  East  Asia.  But  labor 
in  Amazonia  has  been  scarce  and  expensive  for  many  years,  and 
tapping  rubber  trees  is  a  labor-intensive  operation.  Fordlandia  and 
Belterra  never  became  the  large-scale  rubber  producers  they  were 
intended  to  be,  not  only  because  of  high  labor  costs,  but  because  it 
would  have  cost  more  money  than  Ford  was  willing  to  spend  to 
overcome  the  problems  of  insects  and  diseases. 

Plantation  rubber  cultivation  in  Amazonia  is  not  impossible  — 
merely  uneconomic.  The  rubber  boom  of  the  early  twentieth  cen¬ 
tury  was  caused  by  a  chance  combination  of  factors  that  drove  rub¬ 
ber  prices  to  stratospheric  heights,  and  Brazil  just  happened  to  own 
a  valley  in  which  grew  the  finest  known  source  of  rubber  in  the 
world  —  the  Hevea  Brasiliensis.  But  the  Hevea  grew  better  in  East 
Asia  than  in  Amazonia.  In  1910  this  was  plain  enough.  While  the 
British  government  had  encouraged  the  first  planting  of  Hevea 
trees,  no  subsidy  was  required  to  raise  further  capital  for  the  Asian 
plantation  industry.  Two  hundred  fifty  per  cent  dividends  were  a 
sufficient  lure.  No  Amazonian  rubber  company  ever  paid  such  a 
dividend  ( at  least,  none  of  which  there  is  a  record ) .  The  Defesa  da 
Borracha  was  evidence  of  the  relative  unprofitability  of  the  wild 
rubber  industry.  Despite  the  construction  of  monuments  like  the 
Teatro  Amazonas  by  the  Brazilian  state  governments,  investors 
knew  where  the  profits  lay. 

There  are  millions  of  acres  of  successful  rubber  plantations  in 
East  Asia.  But  costs  are  too  high,  and  prices  are  too  low,  to  favor 
Amazonian  rubber,  whether  plantation  or  wild.  There  will  be  no 
second  rubber  boom  on  the  Amazon. 

“  Figart,  “The  Plantation  Rubber  Industrj’,”  58. 
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THE  EDITOR’S  CORNER 


To  the  Editor: 

In  a  recent  short  article,  John  James  presented  new  information  on 
interest  rates  paid  on  bankers’  balances  by  New  York  City  banks  in  the 
postbellum  period.'  The  major  finding  was  that  “Over  the  last  part  of  the 
nineteenth  century  and  the  first  part  of  the  twentieth,  the  rate  paid  by 
New  York  banks  on  bankers’  balances  remained  virtually  stable  at  2  per 
cent.”*  His  explanation  of  this  constancy  during  periods  of  falling  and  then 
rising  general  interest  rates  is  unconventional:  “Only  a  small  part  of  this 
total  [New  York  City  banks]  participated  actively  in  the  competition  for 
country  deposits,  but  the  constancy  of  the  rates  on  bankers’  balances  is 
clearly  indicative  of  an  extremely  competitive  banking  market  in  New 
York  in  the  postbellum  period.”* 

In  a  competitive  market,  one  would  expect  to  find  uniform  prices  but 
not  price  constancy  over  time  in  the  face  of  substantial  changes  in  de¬ 
mand  and  supply.  Given  James’  evidence  of  substantial  variations  in  the 
supply  and  demand  for  bankers’  balances  between  1890  and  1914,  one 
would  expect  to  find  substantial  changes  in  interest  rates  paid  on  bankers’ 
balances  if  the  market  were  competitive.  The  reported  rate  constancy 
would  be  more  characteristic  of  an  imperfectly  competitive  market  which 
could  have  resulted  from  collusion  among  New  York  City  banks. 

James  reported  that  during  the  1890s  rates  paid  on  bankers’  balances 
did  not  fall  below  2  per  cent,  except  for  short  periods,  while  other  in¬ 
terest  rates  declined  and  the  rate  on  call  loans  fell  as  low  as  1  per  cent.'* 
New  York  banks  soliciting  bankers’  balances  derived  benefits  from  these 
balances  through  cxintinuing  customer  relationships  even  when  invest¬ 
ment  opportunities  were  weak  and  this  accounts  for  some  downward  rate 
rigidity,  but  the  stability  of  rates  in  this  period  of  falling  interest  rates 
would  not  seem  to  indicate  a  highly  competitive  market.  If  the  market  was 
in  fact  competitive,  it  is  even  more  difficult  to  explain  why  rates  paid  on 
bankers’  balances  did  not  rise  in  the  post- 1900  period  when  interest  rates 
in  general  rose  substantially.  As  interest  rates  obtainable  on  bank  earning 
assets  rose,  competition  would  tend  to  drive  up  the  rates  paid  by  New 
York  banks  on  bankers’  balances.  James  indicates  that  rates  paid  did  not 
rise  much  above  2  per  cent  in  the  post-1900  period.  This  suggests  that 
the  rate  was  not  competitively  determined,  but  somehow  administered.® 
Because  of  the  increasing  concentration  of  bankers’  balances  in  the  large 
New  York  City  national  banks,  the  administering  of  this  rate  would  have 


1  John  A.  James,  “A  Note  on  Interest  Paid  on  New  York  Bankers’  Balances  in  the 
Postbellum  Period,”  Business  History  Review,  L  (Summer,  1976),  198  202. 

2 /bid..  202. 

®  Ibid.,  202.  Uniform  prices  may  be  a  necessary  condition  for  competition  but  are  cer¬ 
tainly  not  a  sufficient  one. 

•Ibid..  200  201. 

®  James  mentions  Sprague’s  citation  of  meetings  of  New  York  bankers  in  1873  and  1884 
in  which  they  attempted  to  hold  down  or  eliminate  interest  payments  on  bankers’  balances. 
In  the  1890s,  they  agreed  to  try  to  maintain  the  2  per  cent  rate.  Ibid.,  201-202. 


become  easier,  not  more  difficult.'*  Tlie  National  Banking  Act  put  up 
effective  barriers  to  competition  from  banks  in  any  other  city.  National 
banks  were  reciuired  to  hold  reserves,  a  portion  of  which  had  to  be  in 
lawful  money  and  the  rest  in  reserve  deposits  in  a  national  bank  in  a 
desipiated  reserve  and/or  central  reserve  city.  Until  1887,  New  York 
City  national  banks  were  the  only  ones  desipiated  as  depositories  for  both 
countiA'  and  reserve  city  national  bank  reserve  deposits.  This  monopoly 
was  broken  in  1887  when  Chicago  and  St.  Louis  became  central  reserve 
cities.*^  Thereafter,  national  banks  in  those  cities  began  to  attract  reserv'e 
balances  of  country  and  city  banks  in  their  local  regions,  but  the  bulk  of 
national  bank  reserve  deposits  from  the  East,  South  and  Far  West  con¬ 
tinued  to  flow  to  New  York  City.  New  York  City  national  banks  therefore 
had  a  substantial  advantage  over  other  New  York  City  banks  and  banks 
in  other  eities.  While  there  is  evidence  supporting  the  competitive  nature 
of  financial  markets  in  New  York  City,  that  evidence  does  not  extend  to 
the  market  for  New  York  bankers’  balances. 

The  issue  can  be  examined  in  tenns  of  the  supply  and  demand  for 
bankers’  balances.  Bankers’  balances  were  supplied  by  country  and  city 
banks  and  there  is  considerable  evidence  that  this  supply  curve  was  up¬ 
ward  sloping  —  that  is,  country  banks  would  supply  more  balances  at 
higher  interest  rates  paid.*  Margaret  Myers  noted  that  when  interest  rates 
on  call  loans  rose,  country  banks  increasinglv  began  bypassing  the  New 
York  City  banks  and  investing  directly  in  tlie  call  loan  market.®  There¬ 
fore,  the  constancy  over  time  of  rates  paid  bv  New  York  City  banks  can¬ 
not  be  explained  by  a  perfectly  elastic  supply  curve.  An  alternative  ex¬ 
planation  is  that  New  York  City  banks  participating  in  the  market  would 
accept  all  balances  at  a  fixed  interest  rate  (2  per  cent)  and  this  rate  did 
not  change  as  the  rate  banks  could  earn  on  assets  fluctuated  widely.  This 
would  imply  a  horizontal  demand  curve  for  bankers’  balances  that  did 
not  change  position  over  time.  Rather  than  indicating  competition,  this 
would  suggest  that  banks  were  overtlv  or  tacitly  colluding  in  some  manner. 
A  third  possibility,  demand  and  .supply  curves  of  more  normal  slopes  chang¬ 
ing  over  time  to  maintain  an  unchanging  rate,  seems  too  unlikely  to  merit 
consideration  without  additional  evidence. 

Country  banks  derived  serv’ices  as  well  as  interest  on  bankers’  balances 
and  these  probably  varied  from  one  New  York  bank  to  another.  Thus, 
even  in  a  competitive  market,  one  could  observe  differences  in  rates  paid, 
depending  on  the  services  offered.  For  example,  Leonard  Watkins  indi¬ 
cated  that  most  New  York  City  banks  would  extend  credit  to  their  corres¬ 
pondent  banks  in  the  form  of  discounting  their  commercial  paper  and/or 
direct  loans.  They  generally  required  that  the  bankers’  balances  of  the 

*  There  are  various  places  that  this  information  is  available.  One  such  source  is  Margaret 
G.  Myers,  The  New  York  Monet/  Market,  Vol.  I  (New  York,  1931),  242-250. 

NIargaret  Myers  reported  that  by  1891  most  New  York  City  hanks  had  substituted  the 
direct  payment  of  interest  on  hankers’  balances  for  the  rendering  of  free  services.  (Myers 
The  New  York  Money  Market,  249.1  Watkins  indicates  that  there  is  evidence  that  the  value 
of  the  free  services  was  substantially  less  than  the  2  per  cent  interest  the  balances  could 
earn.  [Watkins,  Banker’s  Balances,  213.] 

*  Sprague  points  out  that  the  central  reserve  city  banks  of  Chicago  and  St.  Louis  main¬ 
tained  large  balances  in  New  York  City  national  banks,  and  during  the  1907  panic  drew 
down  their  balances  like  many  other  country  and  city  banks. 

0  Myers,  The  New  York  Money  Market,  267-268;  Leonard  L.  Watkins,  Banker’s  Balances 
(Chicago,  1929)  153  and  209-210. 
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correspondent  bank  average  20  per  cent  of  the  credit  available  to  the 
correspondent  bank.”'  There  were,  therefore,  non-price  reasons  for  coun¬ 
try  banks  to  maintain  bankers’  balances  in  particular  New  York  City 
banks  (not  just  any  bank).  Under  tbe.se  conditions,  uniform  and  infle.xible 
rates  for  varying;  products  (depending  on  service  offered)  could  be  an 
indication  of  a  lack  of  competition. 

The  c'onstancy  of  rates  paid  by  New  York  City  banks  on  bankers’  bal¬ 
ances  during  the  last  part  of  the  nineteenth  century  and  the  first  part  of 
the  twentieth  does  not  support  James’  contention  that  the  New  York 
market  for  bankers’  balance  was  extremely  c-ompetitive.  In  fact,  the 
evidence  suggests  that  that  market  was  not  CDinpetitive. 

Richard  II.  Keehn,  University  of  Wisconsin-Parksuie. 

Cene  Smiley,  Maripictte  University 

e  o  o 

To  the  Editor: 

Keehn  and  Smiley  argue  in  their  note  that  the  evidence  of  stability'  of 
the  interest  rate  paid  on  New  York  bankers’  balances  in  the  late  post- 
bellum  period  that  I  presented  docs  not  support  my  conclusion  of  a  com¬ 
petitive  market  there."  Instead,  they  take  the  constancy  of  the  rate  over 
such  a  long  period  to  indicate  just  the  opposite,  the  existence  of  a  non¬ 
competitive  market  among  New  York  banks.  I  plead  guilty  to  having 
been  perhaps  a  bit  too  facile  in  outlining  my  original  conclusion;  never¬ 
theless,  I  think  that  it  holds  up  (|uite  well. 

Rigid  prices  over  time  residting  from  tacit  collusion  or  recognition  of 
mutual  interdependence  are  familiar  residts  from  oligopoly  models,  but 
they  alone  cannot  be  taken  as  sufficient  evidence  of  noncompetitive  be¬ 
havior.  At  times  during  the  lcS90s  the  call  loan  rate,  the  rate  at  which 
the  New  York  corresjiondent  banks  lent  much  of  their  bankers’  balances 
on  deposit,  was  below  the  rate  New  York  banks  paid  on  bankers’  bal¬ 
ances.’-  Certainly  a  collusive  argument  cannot  be  used  to  explain  the 
constancy  of  this  interest  rate  when  at  times  it  residted  in  rates  lower 
than  would  have  prevailed  in  a  traditional  purely  competitive  model. 
Collusive  arrangements  would  have  kept  rates  lower  than  they  otherwise 
woidd  have  been  under  pure  competition  in  periods  such  as  the  1890s, 
rather  than  higher.  Keehn  and  Smiley’s  identification  of  interest  rate 
amstancy  with  noncompetitive  behavior  illustrates  the  inadecpiacy  or 
inappropriateness  of  the  simple  competitive  model  for  the  problem  at 
hand.  The  question  is  more  subtle  and  more  interesting.  How  can  we 
account  for  the  remarkable  constancy  of  the  rate  paid  on  bankers’  bal¬ 
ances  over  such  a  long  period,  including  times  both  of  downward  pres¬ 
sure  on  prices  and  interest  rates,  as  in  the  1890s,  and  of  upward  pres¬ 
sures,  as  in  the  1900s? 

I  shall  suggest  that  a  long-term,  stable  correspondent  relationship  be¬ 
tween  New  York  and  country  banks  was  rlesirable  for  both  parties.  The 
stable  rate  paid  on  bankers’  balances,  which  was  one  aspect  of  the  cor- 

Watkins,  Banker’s  Balances,  153. 

**  John  A.  James,  “A  Note  on  Interest  Paid  on  New  York  Bankers’  Balances  in  the 
Postbellum  Period,”  Business  Hislonj  Review,  L  (Summer,  1976),  198-202. 

Ibid.,  201. 


THE  EDITOR’S  CORNER  369 


i 


respondent  relationship,  was  in  effect  a  risk-sharing  arrangement  between 
correspondents  over  time.  Country  banks,  being  averse  to  risk,  may  have 
desired  an  asset  with  a  relatively  stable  rate  of  return  for  portfolio  diver¬ 
sification,  especially  if  local  loans  offered  little  opportunity  for  diversifica¬ 
tion.  New  York  banks,  on  the  other  hand,  were  much  better  able  to 
participate  in  the  call  market.  In  general,  they  had  better  infonnation 
(many  had  credit  departments)  and  also  were  larger  and  hence  better 
able  to  diversify  away  risk  in  the  call  market  than  country  banks.  By 
attracting  funds  in  the  form  of  bankers’  balances  and  then  relending  them 
in  the  call  market.  New  York  banks  were  essentially  functioning  as  finan¬ 
cial  intermediaries.  They  in  effect  allowed  country  banks  to  eliminate  the 
risk  in  interest  rate  fluctuations  over  time  by  offering  them  a  stable  rate.*® 
At  times  the  call  rate  was  above  the  bankers’  balance  rate,  as  in  the 
1900s;  at  other  times,  notably  at  times  in  the  1890s,  it  was  below  it.  In 
the  latter  cases.  New  York  banks  generally  continued  to  pay  the  standard 
2  per  cent  rate  to  maintain  the  stable  relation.ship  with  their  country 
correspondents.  Similar  considerations  of  risk-sharing  over  time  have  been 
employed  in  explaining  long-term  wage  contracts. 

Competition  for  country’  correspondents  was  active  among  New  York 
banks.  Around  the  turn  of  the  century  corespondent  accounts  were 
“openly  and  ostentatiously”  solicited  by  circulars,  letters,  and  even  travel¬ 
ing  representatives  of  city  banks. The  reluctance  of  New  York  banks 
to  lower  the  rate  paid  on  correspondent  deposits,  even  when  they  were 
losing  money  on  them,  as  was  certainly  the  case  at  times  in  the  1890s,  is 
clear  evidence  that  the  market  for  c-orrespondent  balances  or  accounts 
was  quite  competitive  among  New  York  banks. 

John  A.  James,  University  of  Virginia. 

o  o  o 

The  Lincoln  Educational  Foundation,  Inc.,  will  award  three  fellow¬ 
ships  of  $3000  each  in  1978  in  the  business  history  and/or  the  economic 
history  of  the  United  States.  The  Foundation  states  that  “applicants 
must  be  citizens  of  the  United  States  or  Canada  and  planning  to  acquire 
a  Ph.D.  degree,  vdth  either  American  Economic  History  or  American 
Business  History  as  the  area  of  major  interest  .  .  .  [and]  preference  will 
be  given  to  applicants  who  are  preparing  for  careers  of  teaching  and 
research.”  Appheations  for  the  Fellowship  must  be  submitted  not  later 
than  February  1,  1978.  Inquiries  and  requests  for  application  forms 
should  be  directed  to  Professor  C.  Clyde  Jones,  College  of  Business 
Administration,  Kansas  State  University,  Manhattan,  Kansas  66502.  The 
fellowships  were  provided  by  the  late  John  E.  Rovensky,  banker  and 
manufacturer,  and  are  designated  The  John  E.  Rovensky  Fellowships  in 
Business  and  Economic  History  of  the  Lincoln  Educational  Foundation. 

«  o  e 

One  result  of  such  an  arrangement  is  that  the  fluctuations  of  rates  in  the  call  market 
may  have  been  exacerbated.  For  example,  when  interest  rates  were  low,  the  stable  rate 
paid  on  bankers’  balances  became  relatively  more  attractive.  As  a  result,  the  supply  of 
bankers*  balances  and  hence  the  supply  of  lendable  funds  on  the  call  market  increased, 
driving  call  rates  lower  than  they  would  have  been  otherwise. 

Fritz  Redlich,  The  Molding  of  American  Banking,  Men  and  Ideas  (New  York,  1968), 

177. 


370  BUSINESS  HISTORY  REVIEW 


The  Regional  Economic  History  Research  Center,  Eleutherian  Mills- 
Hagley  Foundation  will  sponsor  a  conference  on  October  21,  1977,  at 
2:00  p.m.,  on  “Economic  Change  in  the  Chesapeake  Colonies.”  The 
chairman  will  be  David  F.  Allmendinger,  University  of  Delaware,  and 
the  speakers  and  their  topics  will  be  Russell  Menard,  University  of  Min¬ 
nesota,  “The  Economic  Growth  of  the  Chesapeake  Colonies,  1607-1720”; 
P.M.G.  Harris,  Temple  University,  “Economic  Development  and  Demo¬ 
graphic  Growth  in  the  Chesapeake  Area,  1630-1775”;  and  Lois  Green 
Carr  and  Lorena  S.  Walsh,  St.  Mary’s  City  Commission,  “Changing  Con¬ 
sumption  Patterns  in  St.  Mary’s  County,  Maryland,  1658-1777.”  The  com¬ 
mentator  will  be  Jackson  Turner  Main,  State  University  of  New  York, 
Stony  Rrook.  For  further  information,  write  or  call  Glenn  Porter,  Director, 
Regional  Economic  History  Research  Center,  Eleutherian  Mills-Hagley 
Foundation,  Greenville,  Wilmington,  Delaware  19807,  telephone  (302) 
658-2401. 

The  Center  also  announces  the  appointment  of  William  H.  Mulligan 
to  be  Assistant  to  the  Director.  Mr.  Mulligan,  who  has  a  B.A.  from 
Assumption  College  and  an  M.A.  from  Clark  Universit>’,  is  completing  his 
dissertation  on  “The  Famih'  and  Industrialization:  Lynn  Shoemakers 
during  the  Transition  from  Hand  to  Machine  Production,  1850-1880,” 
imder  the  supervision  of  Professor  Tamara  Hareven  at  Clark  University. 


The  Forest  History  Society’s  thirty-first  annual  meeting  will  be  held  in 
Portland,  OR,  October  11-13.  Headquarters  for  the  event  will  be  the 
Western  Forestry  Center.  Principal  activities  will  include  a  field  trip 
( 1 1th),  business  meeting  and  presidential  banquet  ( 12th),  and  the  Forest 
History  Sympo.sium  (13th).  (Note:  The  Western  Historv  A.ssociation 
will  hold  its  annual  conference  in  Portland,  October  12-15).  For  addi¬ 
tional  information  contact  Ronald  J.  Fahl,  Forest  Historv  Societv,  P.O. 
Box  1581,  Santa  Cruz,  CA  95061,  (408)  426-.3770. 

o  o  o 

The  Conference  on  Baltimore  History,  sponsored  by  The  Baltimore 
History  Re.search  Group  through  the  University  of  Baltimore  and  the 
Maryland  Historical  Society,  will  take  place  March  3-4,  1978.  The  theme 
wdll  be  The  People  of  Baltimore,  with  emphasis  on  the  history  of  com¬ 
munities,  occupations,  economic  development,  immigration,  and  local 
culture. 

The  Program  Committee  is  now  offering  an  imitation  for  papers.  Ses¬ 
sions  will  be  of  two  hours’  duration  and  limited  to  four  papers  each.  The 
Conference  is  partially  financed  by  a  grant  from  The  Maryland  Com¬ 
mittee  for  the  Humanities  and  Public  Policy.  It  is  hoped  that  a  large 
number  of  papers  will  be  presented  and  a  wide  range  of  topics  covered. 

Inquiries  may  be  directed  to  Randall  Beirne,  Sociology  Department, 
University  of  Baltimore,  Baltimore,  Maryland  21201. 

o  o  o 

The  fourth  annual  Southwest  Labor  Studies  Conference  will  be  held 
at  Berkeley,  California,  on  March  17  and  18,  1978.  The  f iiiiference, 
under  John  Laslett  of  U.C.L.A.,  invites  program  proposals  on  all  aspects 
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of  labor  studies,  international,  national,  and  regional,  from  academics  and 
unionists.  Proposals  should  be  sent  to  Norman  Amundson,  Institute  of 
Industrial  Relations,  Universitv  of  California  at  Rerkeley,  Rerkelev, 
CA  94720. 

o  o  o 

The  MaeArtbur  Memorial,  Norfolk,  Virginia,  will  sponsor  a  symposium 
on  the  Occupation  of  Japan,  on  April  1.3-15,  1978,  to  be  entitled  “The 
Occupation  of  Japan:  Economic  Policy  and  Refonn.”  Anyone  interested 
in  participating,  especialK’  in  presenting  a  paper  or  in  presiding  over  a 
session,  is  invited  to  contact:  Director,  MacArthur  Memorial,  198  Rank 
Street,  Norfolk,  Virginia  2.3.510,  telephone  (804)  441-22.56. 


A  three-year  social  science  research  and  training  program  aimed  at 
closing  the  knowledge  gap  between  producers  and  users  of  statistical 
data  was  announced  by  two  key  participants  in  the  project  —  the  Amer¬ 
ican  Statistical  Association  (ASA)  and  the  Ihireau  of  the  Census,  U.S. 
Department  of  Commerce.  The  National  Science  Foundation  (NSF)  and 
the  Census  Rureau  are  co-funding  the  project.  Senior  social  scientists  and 
graduate  students  will  work  with  C^ensus  Rureau  specialists  on  problems 
encountered  by  a  large  data  collection  agency.  Emphasis  will  be  placed 
on  areas  of  social  concern  that  are  of  major  interest  to  profe.ssionals  in 
statistical,  economie,  demographic,  and  allied  fields.  For  further  infonna- 
tion,  write  or  call  Ilenrv  II.  Smith,  U.S.  Department  of  Commerce, 
Washington,  D.C.  202.30, '(.301 )  763-7273. 


The  National  Endowment  for  the  Humanities  is  inviting  applications 
for  Summer  Stipends  for  the  summer  of  1978,  to  be  awarded  to  college, 
junior  college,  and  university  faculty,  and  others  working  in  the  human¬ 
ities.  Applicants  emplo\ed  by  colleges  or  universities  must  be  nominated 
by  the  president,  dean  or  other  designated  officer  of  their  institution. 
Those  persons  whose  appointments  are  terminating,  or  who  are  not  em¬ 
ployed  by  a  college  or  university,  may  apply  directly  to  the  Endowment 
without  nomination.  Each  stipend  provides  .82.500  for  two  am.secutive 
months  of  full-time  study  or  research  in  the  humanities.  Proposals  for  the 
planning  of  curricula  or  development  of  teaching  materials  are  not  eli¬ 
gible  for  support.  Applicants  must  have  finished  their  professional  training 
by  October  17,  1977,  the  deadline  for  applications.  For  further  informa¬ 
tion  about  the  Summer  Stipend  program,  and  application  fonns,  write  to: 
Division  of  Fellowships,  National  Endowment  for  the  Humanities,  806 
15th  Street,  NW,  Washington,  D.C.  20506. 


The  Rridgeport,  Connecticut  Public  Library  has  received  word  from 
the  National  Historical  Publications  and  Records  Commission  that  its 
grant  application  for  $23,431,  to  establish  a  business  and  labor  historical 
records  collection,  has  been  approved  by  that  federal  agency.  The  library 
will  be  seeking  older,  inactive  records  that  will  help  to  pre.serve  the  ac¬ 
complishments  and  history  of  business  and  labor  in  the  Greater  Rridge- 
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port  area  and  will  provide  valuable  tools  to  researchers,  according  to 
Douglas  G.  Reid,  Library  Director.  The  project  is  designed  to  seek  out 
and  assemble  a  comprehensive  eollection  of  business  and  labor  records 
from  firms,  organizations,  and  individuals  in  the  region.  The  materials  will 
be  proeessed  and  the  resulting  arebival  and  manuscript  collection  will 
be  made  freely  available  to  researchers,  within  any  donor  restrictions. 
The  items  will  be  part  of  the  library’s  historical  collections.  For  further 
information  w'lite  or  call  David  \\’.  PahiKiuist,  92.5  Broad  Street,  Bridge¬ 
port,  Connecticut  ()66{).'3;  telephone  (203)  .576-7417. 


The  Institute  for  Scientific  Information  will  publish  a  new  index  be¬ 
ginning  in  197iS,  the  first  to  provide  large-seale  acce.ss  to  the  arts  and 
liumanities  literature.  Entitled  the  Arts  6-  I iu inanities  Citation  Index, 
it  will  cover  more  than  1  ()()()  key  journals  from  literature,  history,  lan¬ 
guages,  religion,  philosophy,  drama  and  theater,  art,  music,  and  other 
related  fields.  Two  softbound  issues,  covering  literature  published  dur¬ 
ing  the  periods  January-April  and  Ma\-.\tigust,  w’ill  appear  in  June  and 
October,  to  be  followed  the  next  May  by  a  hardlx)und  cumulative  issue 
for  the  year.  For  further  information,  write  or  eall  Siisan  Deutsch,  Insti¬ 
tute  for  Scientific  Information,  325  Chestnut  Street,  Philadelphia,  Pa. 
19106,  telephone  (215)  923-3.300. 

O  •  • 

Th(*  Merrimack  Valiev  Textile  Mu.seum  in  North  Andover,  Massachu- 
s<‘tts,  has  produced  a  2S-minute  motion  picture,  “Ilopedale^  Reflections 
on  the  Past,”  which  traces  the  development  of  this  NIas.sachusett.s  town 
from  its  establishment  in  18-12  to  its  emergence  as  a  “armpany  towm” 
centered  on  the  Draper  Company,  an  imiiortant  manufacturer  of  textile 
machinery.  The  film  w’as  produced  under  a  grant  from  the  National  En¬ 
dowment  for  the  Humanities.  For  further  information,  write  or  call  Victor 
Omelczenko  or  Joan  Barrows,  National  Endowment  for  the  Humanities, 
W^ishington,  D.C.  20.506,  telephone  (202)  .382-746.5. 

e  «  o 

The  C^okhale  Institute  of  Politics  and  Economics,  Poona  411  004 
(India),  announces  the  publication  of  volumes  one  and  two  of  An 
Annotated  Bihlio<’raph\f  on  the  Economic  llistonj  of  India  (1500  A.D.  to 
1947  A.D.)-  Volumes  three  and  four  will  be  available  by  March  1978. 

o  o  e 

Cale  Research  C'o.,  Book  Tower,  Detroit,  Michigan  48226,  announces 
the  publication  of  Directory  of  British  Associations  and  Associations  in 
Ireland,  1977-78  (Fifth  Edition),  price  .$60. 

o  o  o 

The  Forest  History  Society,  Inc.,  has  publi.shed  North  American  Forest 
History:  A  Guide  to  Archives  and  Manuscripts  in  the  United  States  and 
Canada.  For  information,  write  Clio  Press,  2040  Alameda  Padre  Serra, 
Santa  Barbara,  California. 

«  •  • 
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The  Editor  regretfully  reports  that  the  person  who  undertook  to  review 
Han-sheng  Chuan  and  Richard  A.  Kraus,  MUl-Ch’ing  Rice  Markets  and 
Trade:  An  Essay  in  Price  History,  published  in  May  1975  by  Harv'ard 
University  Press,  has  abandoned  his  commitment  and  has  not  responded 
to  our  entreaties.  The  Editor  would  be  pleased  to  hear  from  any  reader 
who  would  like  to  review  this  book  for  the  record,  and  has  access  to  a 
copy. 

e  o  e 

We  have  received  the  following  books,  in  addition  to  tho.se  reviewed: 

Born,  Karl  Erich,  Geld  und  Banken  im  19.  and  20.  Jahrhundert  (Stutt¬ 
gart:  Alfred  Kroner,  1977),  pp.  663,  DM  28.50.  A  survey. 

Leontieff,  Wassily,  ct  ah,  eds..  The  Future  of  the  World  Economy  — 
A  United  Nations  Study  (New  York:  Oxford  University  Pre.ss,  1977), 
pp.  110,  $12.95  cloth,  $4.95  paper. 

Fischer,  David  Hackett,  (^roicing  Old  in  America  (New  York:  Oxford 
University  Pre.ss,  1977),  pp.  242,  $10.95. 

Thomas,  Dana  L.,  Lords  of  the  Land  (New  York,  G.  P.  Putnam’s  Sons, 
1977),  pp.  320,  $9.95. 

Cipolla,  Carlo  M.,  general  editor.  The  Middle  Ages;  The  Industrial 
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GREAT  BRITAIN  AND  HER  WORLD  1750-1914.  ESSAYS  IN 
HONOUR  OF  W.  O.  HENDERSON.  Edited  by  Barrie  M.  RatcliSe. 
Manchester,  Manchester  University  Press,  I97S.  Pp  xiv  +  358.  £10.00. 

Reviewed  by  Michael  Edelstein 
Assistant  Professor  of  Economics 
Queens  College,  C.U.N.Y. 

The  thirteen  essays  in  this  volume  are  concerned  with  intemaiional 
and  comparative  aspects  of  British  economic  development  from  1750- 
1914.  W.  O.  Henderson  was  a  pioneer  in  these  fields  for  many  years 
and  his  colleagues  and  friends  have  honored  him  well  by  producing  a 
volume  pursuing  these  important  themes. 

The  international  transmission  of  technology  is  the  subject  of  four 
essays.  In  a  preliminary  inquiry  into  the  transfer  of  British  technology 
to  Russia,  1760-1820,  Eric  Robinson  finds  evidence  of  many  Russian 
visitors  to  the  new  British  factories  and  of  a  persistent  policy  of  the 
Russian  government  to  recruit  British  technologists  and  to  purchase  new 
machinery,  especially  that  related  to  armaments.  J.  R.  Harris  inquires 
into  the  transmission  of  technology  between  the  premier  British  and 
French  plate  glass  firms  during  the  same  period,  and  finds  that  despite 
excellent  entrepreneurship  at  both  plants,  the  French  were  unable  to 
duplicate  the  “virtually  unconscious  craftskill”  of  the  English  workers 
in  the  construction  and  firing  of  coal  furnaces.  Paul  Leuilliot  assembles 
the  letters  of  a  French  businessman  visiting  Britain,  1834-1841,  and 
contributes  an  introduction. 

A.  E.  Musson’s  lucidly  written  essay  on  Continental  influences  in  the 
British  Industrial  Revolution  should  find  a  place  on  many  reading  lists. 
Musson  finds  evidence  of  important  contributions  of  Continental  tech¬ 
nologies  and  technologists  in  a  host  of  British  eighteenth-century  in¬ 
dustries.  Granted,  Continental  inventions  were  not  significant  in  cotton 
textiles,  iron,  or  steam  engines.  It  is  the  case,  however,  that  these  three 
industries  were  too  small  during  most  of  the  eighteenth  century  to 
provide  the  sole  source  of  those  surges  in  the  growth  rate  of  per  capita 
national  output  that  are  widely  held  to  identify  and  date  the  Industrial 
Revolution.  Thus,  if  we  wish  to  argue  that  new  technologies  accounted 
for  these  surges,  Musson’s  contribution  suggests  that  the  adoption  of 
the  best  ideas  from  the  Continent  may  have  been  as  influential  in  the 


early  stages  of  the  Industrial  Revolution  as  the  adoption  of  indigenous 
inventions. 

A  number  of  essays  contribute  to  the  field  of  international  economic 
history.  B.  M.  Ratcliffe  presents  an  appealing  argument  for  the  im¬ 
portance  of  Emile  Pereire  in  Napoleon’s  decision  to  sign  the  Anglo- 
French  Commercial  Treaty  of  1860.  D.  A.  Famie  considers  whether 
the  cotton  famine  was  an  important  turning  point  in  the  history  of  the 
British  cotton  industry  and  finds  that  its  most  significant  long  term 
effect  was  a  diminution  of  Lancaster’s  political  influence.  W.  H. 
Chaloner  combines  numismatics  and  economics  in  an  essay  on  the 
evolution  of  colonial  monetary  standards  in  the  nineteenth  century. 
Employing  recently  discovered  documents,  F.  E.  Hyde  demonstrates 
that  the  Cunard  Line,  rather  than  being  involved  in  a  life-and-death 
struggle  with  American  and  Gennan  steamship  companies  in  the  late 
nineteenth  century,  repeatedly  entered  into  secret  international  rate 
agreements.  F.  Crouzet’s  contribution  is  a  survey  of  the  literature  on 
British  trade  and  empire  in  the  nineteenth  century,  written  in  1964  and 
translated  for  this  volume. 

One  of  the  most  original  essays  in  the  volume  is  S.  E.  Katzenellen- 
bogen’s  discussion  of  the  role  of  British  businessmen  in  German  Africa, 
1885-1919.  Many  contemporaries  and  later  historians  have  hypothesized 
that  a  prime  motive  for  the  surge  of  European  imperialism  in  the  late 
nineteenth  century  was  a  desire  to  preserve  the  remaining  unclaimed 
portions  of  the  globe  for  economic  development  by  each  imperial  power’s 
nationals.  Mira  Wilkins  has  recently  shown  that  American  companies 
had  little  difficulty  expanding  into  British  colonies,  with  the  sole  excep¬ 
tion  of  American  oil  firms  in  Burma.  Katzenellenbogen’s  contribution  is 
to  exandne  the  evidence  of  British  participation  in  German  Africa.  In 
the  regions  where  the  local  economy  was  based  on  trade  in  tropical 
commodities,  German  traders  came  to  dominate,  often  with  the  aid  of 
the  German  colonial  government.  However,  when  large  amounts  of 
capital  had  to  be  raised  and  the  profits  were  likely  to  be  long  in  coming, 
German  investors  could  not  be  found  and  British  financiers  found  a 
market  for  their  intermediation  services  and  for  British  savings.  Despite 
prodding  by  the  German  authorities,  the  British  financiers  were  un¬ 
willing  to  co-operate  with  Germans  in  these  ventures.  It  would  appear 
that  the  German  African  colonies  present  an  example  of  an  imperial 
power  that  attempted  and  failed  to  preserve  economic  opportunities  for 
metropolitan  nationals. 

In  the  sole  essay  of  the  volume  to  make  use  of  sophisticated  economic 
models,  A.  J.  Marrison  examines  the  reaction  of  the  British  cotton  textile 
industry  to  the  new  competition  in  Latin  America,  1870-1914.  Gontrary 
to  recent  work  by  Lars  Sandberg  on  the  Indian  market,  Marrison  finds 
that  in  the  Latin  American  markets  Britain  did  not  react  by  moving 
production  and  marketing  to  higher  categories  of  quality  as  measured 
by  the  number  of  counts.  To  have  done  so  would  have  meant  losing 
the  market  among  low  income  families,  the  bulk  of  the  Latin  American 
market.  Rather,  as  the  initially  low,  Latin  American  incomes  gradually 
rose,  Britain  improved  quality  by  introducing  more  dyed  goods  at  the 
lower  counts.  Thus,  Aldcroft  and  many  others  to  the  contrary,  Marrison 
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provides  an  important  example  of  British  firms  effectively  standing  their 
ground  against  rising  American  and  local  competition. 

Finally,  two  authors  assess  the  roles  of  law  and  education  in  the 
growth  of  the  domestic  British  economy.  Surveying  British  partnership 
and  trust  law  in  the  eighteenth  and  nineteenth  centuries,  B.  L.  Anderson 
finds  that,  if  anything,  incorporation  for  industrial  and  mercantile  firms 
appears  unwieldy  when  compared  to  the  well-tried  partnership  arrange¬ 
ments  extended  via  the  trust  form.  Then,  in  a  very  tightly  reasoned 
examination  of  the  evolution  of  British  financial  intermediation  services, 
he  finds  few  strains  caused  by  the  legal  framework  or  other  structural 
factors.  In  sum,  the  adequacy  and  diffusion  of  sources  of  lendable  funds 
from  the  eighteenth  century  onward  posed  few  bottlenecks  for  the 
continued  expansion  of  the  British  economy. 

In  “Investment  in  and  Utilization  of  Manpower:  Great  Britain  and  her 
Rivals,  1870-1914,”  D.  H.  Aldcroft  argues  that  some  of  Britain’s  tech¬ 
nological  backwardness  in  the  1870-1914  period  is  attributable  to  a 
relatively  low  level  of  educational  investment.  Contemporary  industrial 
technology  was  increasingly  complex  and  demanded  the  services  of 
scientists,  production  engineers,  and  other  qualified  personnel.  The 
British  education  system  did  not  supply  large  numbers  of  these  per¬ 
sonnel,  nor  did  Briti.sh  industry  demand  their  services.  By  contrast, 
multifunctional  entrepreneurs  were  being  replaced  by  trained  specialists 
in  Germany  and  the  U.S.  Furthennore,  while  U.S.  and  German  firms 
increasingly  hired  formally  trained  personnel  in  marketing  and  distribu¬ 
tion,  Britain  continued  to  train  personnel  on  the  job.  ( It  might  be  noted, 
however,  that  Marrison’s  essay  suggests  that  this  factor  did  not  matter 
very  much  in  Latin  American  markets  for  cotton  textiles.)  Finally, 
Aldcroft  finds  that  British  firms  did  not  involve  themselves  in  the  period’s 
new  techniques  for  worker  management,  including  new  wage  payment 
systems  for  encouraging  higher  productivity.  Aldcroft  does  not  spend 
much  time  on  the  possible  causes  for  these  circumstances,  but  the  essay 
is  a  valuable  survey  of  some  important  terrain. 

«  e  • 

ENTERPRISE  AND  ENTREPRENEURS  IN  NINETEENTH-  AND 
TWENTIETH-CENTURY  FRANCE.  Edited  by  Edward  C.  Carter  II. 
Robert  Forster,  and  Joseph  N.  Moody.  Baltimore,  Johns  Hopkins 
University  Press,  1976.  Pp.  xx  -f  211.  $12.50. 

Reviewed  by  Frangois  Jequier 
Professor  of  History 
University  of  Lausanne,  Switzerland 

To  summarize  a  collective  work  is  diflRcult.  Each  contribution  deserves 
to  be  approached  individually  even  if  they  all  deal,  in  one  way  or  another, 
with  “the  perennial  questions  about  which  factors  shape  entrepreneurial 
decisions  and  what  kind  of  people  entrepreneurs  are  and  have  been  in 
various  cultures,”  as  stressed  by  the  editors  in  their  introduction,  where 
they  present  the  gist  of  four  studies  delivered  during  a  lecture  series  at 
Johns  Hopkins  University  in  the  Spring  of  1973. 

Gharles  P.  Kindleberger  discusses  “Technical  Education  and  the 
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French  Entrepreneur”  by  emphasizing  the  impact  of  the  French  tech¬ 
nical  and  scientific  educational  system  on  the  performance  of  entrepre¬ 
neurs.  He  begins  with  a  general  description  of  these  specialized 
institutions  and  then  presents  his  major  criticisms:  admission  standards 
are  so  high  that  entrance  is  limited  to  those  who  can  afford  highly 
specialized  tutoring;  instruction  is  too  theoretical,  mathematical,  and 
rigid;  the  system  is  too  centralized  and  authoritarian,  turns  out  a  product 
that  is  arrogant,  and  fails  to  provide  in  sufficient  quantities  for  instructors, 
laboratory  assistants,  middle  cadres,  foremen,  and  skilled  workers.  To 
balance  these  faults  Kindleberger  trusts  in  the  French  spirit  and  its 
technical  educational  system.  Sharing  such  confidence  is  somewhat 
difficult  for  this  reviewer,  who  is  concerned  with  the  extraordinary  gap 
still  existing  between  management,  its  personnel,  and  the  working¬ 
man’s  world. 

In  his  brilliant  essay,  “Religion  and  Enterprise:  the  Case  of  the 
French  Textile  Industry,”  David  Landes  reevaluates  earlier  works, 
stating  that  “the  success  of  the  Fabrique  would  seem,  then,  to  constitute 
counterevidence  to  both  my  own  entrepreneurial  thesis  and  the  Weber 
model”  (43).  As  a  matter  of  fact,  the  Motte-Bossut  dynasty  is  Catholic. 
Relying  on  family  correspondence,  studies  concentrated  on  the  most 
prominent  entrepreneurs  of  the  group,  and  numerous  interviews  with 
descendants,  Landes  paints  a  live  tableau,  richly  evocative  of  this 
milieu,  this  industrial  elite,  of  these  “most  prosperous  and  progressive 
textile  manufacturers  in  the  country,  so  wrapped  up  in  their  industry  at 
the  expense  of  others  concerned  that  they  became  known  as  the  Ameri¬ 
cans  of  France”  (43). 

In  “Innovation  and  Business  Strategies  in  Nineteenth-  and  Twentieth- 
Century  France”,  Maurice  Levy-Lcboyer  uses  a  qualitative  eriterion  — 
management  procedures  —  and  a  quantitative  argument  —  the  size  of 
enterprises.  He  examines  four  major  aspects  of  French  enterprises  in 
order  to  understand  how  they  absorbed  technical  progress  while  adapt¬ 
ing  to  their  environment:  the  personnel  or  labor  force  of  the  enterprises, 
their  managers,  their  objectives,  and  the  types  of  strategics  they  adopted. 

From  his  analysis  based  on  numerous  diagrams  and  graphs,  the  dual 
structure  of  the  French  economy  (where  large  enterprises  co-exist  with 
a  multitude  of  small  unities  of  production)  emerges  as  the  fruit  of 
adaptation  to  the  economic  and  social  environment.  “In  short,  phases 
of  prosperity  brought  a  great  surge  of  firms,  while  depressions  may  not 
have  had  a  commensurable  effect  in  reducing  their  number”  (100). 
“The  diversification  of  industries  and  the  widening  market  constantly 
promoted  the  rise  of  newcomers,  who  had  either  specific  technical  skills 
or  some  expert  knowledge  of  trade.  It  is  their  presence,  together  with  a 
high  respect  for  education,  that  explains  why  established  families  made 
it  a  rule  that  the  competence  of  their  members  be  brought  up  to  date 
in  every  new  generation”  (111). 

The  principal  themes  in  Albert  Boime’s  “Entrepreneurial  Patronage 
in  Nineteenth-Century  France”  concern  patronage,  and  especially  the 
influence  of  entrepreneurial  mentality  on  French  art  during  the  nine¬ 
teenth  century.  The  author  characterizes  the  different  types  of  en¬ 
trepreneurs  in  relation  to  their  art  collections,  to  show  how  their  activity 
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affected  art,  and  he  points  out  how  the  mentality  of  these  men  connected 
with  artistic  occupations.  With  rare  mastery,  he  examines  the  develop¬ 
ment  of  the  collectors’  tastes  and  the  reasons  for  their  choices.  The 
pages  dealing  with  industrial  art,  the  entrepreneurs,  and  their  effort  to 
inject  artistic  creation  into  mass  production  have  great  originality.  The 
study  ends  with  provocative  reflections  on  the  “symbiotic  relationship” 
between  artists  and  entrepreneurs.  “In  fact,  there  are  numerous  points 
of  similarity  between  the  artist  and  the  entrepreneur.  Both  groups  are 
essentially  in  business  for  themselves,  and  their  choice  of  profession 
entails  risk-taking”  (187).  The  two  milieux  are  mutually  opposite  only 
in  appearance,  and  the  author  leads  us  away  from  the  myth  “of  the 
artist  in  conflict  with  the  bourgeois  community.” 

These  four  essays  offer  a  \aluable  set  of  notes  of  great  documentary 
wealth  including  several  illustrations  from  Boime.  This  work  stresses  the 
importance  that  cultural  factors  merit  in  any  approach  to  entrepreneurial 
historv. 


TRAMWAYS  AND  TROLLEYS:  THE  RISE  OF  URBAN  MASS 
TRANSPORT  IN  EUROPE.  By  John  P.  McKay.  Princeton.  New 
Jersey,  Princeton  University  Press,  1976.  Pp.  x  -|-  246.  $14.50. 

Reviewed  by  Paul  Barrett 
Visiting  Assistant  Professor  of  History 
University  of  Illinois  at  Chicago  Circle 

What  the  automobile  has  been  to  the  twentieth  century,  the  electric 
trolley  was  to  the  nineteenth.  Indeed,  if  the  author  of  Tramways  and 
Trolleys  is  correct,  the  streetcar  was  an  even  more  dramatic  innovation 
than  the  private  auto.  Contemporaries  saw  in  the  electric  streetcar  a 
tool  with  the  potential  to  transform  cramped  and  segmented  cities, 
making  them  at  once  more  spacious  and  more  accessible.  It  challenged 
governments  to  bend  technologieal  innovation  and  entrepreneurial  zeal 
into  the  most  socially  useful  channels  without  at  the  same  time  stifling 
the  new  industry.  TTie  streetcar  promoted  new  relationships  among  in¬ 
ventors,  manufacturers,  and  users  of  equipment,  and  demanded  de¬ 
velopment  of  complex  arrangements  to  deal  with  the  trans-Atlantic 
borrowing  of  patented  ideas.  In  a  very  well  written  246  pages.  Tram¬ 
ways  and  Trolleys  examines  the  complicated  matrix  formed  by  new 
technology,  entrepreneurial  innovation,  and  public  policy  in  Continental 
Europe  and  Great  Britain  during  the  thirty  years  before  World  War  I. 
The  result  is  an  attractive  book  of  remarkable  range  and  compactness. 

Professor  McKay  is  an  established  historian  of  business  and  public 
policy  and,  in  particular,  of  trans-Atlantic  entrepreneurship.  It  is  not 
surprising,  therefore,  that  the  most  convincing  aspect  of  Tramways  and 
Trolleys  is  its  treatment  of  the  response  of  business  and  government  to 
the  potential  of  this  remarkable  new  technology. 

From  the  first,  business  and  government  operated  together  in  the 
introduction  of  mechanical  transport  to  European  cities  (which  is  not 
to  say  that  they  formed  a  joyful  partnership).  Outside  Britain,  entre¬ 
preneurs  provided  the  capital  and  initiative,  while  government  lent  a 
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restraining  and  guiding  hand,  seeing  that  aesthetic  considerations  were 
not  forgotten,  and  often  demanding  and  getting  special  “workmen’s 
fares”  designed  to  promote  dispersion  of  the  cities’  poorer  populations. 
The  entrepreneurs  —  often  fronts  for  licensees  of  big  electrical  equip¬ 
ment  producers  —  engaged  in  vigorous  if  oligopolistic  competition.  This 
competition  hastened  the  spread  of  the  new  technology  and,  because  the 
transportation  giants  were  battling  one  another  for  franchises,  often  mad’ 
them  willing  to  accede  to  the  most  stringent  regulatory  demands  of  local 
and  national  governments.  Low  fares  and  guarantees  of  annual  extensions 
were  written  into  the  companies’  franchises,  trolley  wires  were  suspended 
from  “decorative”  poles  or  buried  underground:  in  short,  technology  and 
business  aspirations  were  successfully  molded  to  public  purposes.  In 
Britain,  where  most  cities  opted  for  municipal  ownership,  the  actors  in 
the  drama  were  different,  but  the  outcome,  though  later,  was  much  the 
same  as  on  the  Continent.  And  what  an  outcome  it  was!  Electric  mass 
transit  in  Europe,  according  to  McKay,  handed  the  European  city  dweller 
a  genuinely  benevolent  and  peaceful  revolution. 

Here  is  the  central  point  of  Tramways  and  Trolleys:  the  introduction 
of  the  electric  streetcar  led  to  a  rev’olution  in  European  city  life  quite  as 
real  as  the  industrial  revolution  itself.  Transit  ridership  doubled  in  city 
after  city  as  the  electric  tram  replaced  the  horsecar,  whose  ridership 
had  stagnated  in  the  decade  before  electrification.  McKay  successfully 
rules  out  all  other  factors  and  shows  that  the  new  technology  alone  can 
account  for  this  dramatic  rise  in  the  commuting  habit.  Electric  traction 
not  only  increased  the  supply  —  and  so  the  market  —  for  transportation 
but,  under  the  eyes  of  socially  conscious  governments,  it  substantially 
cut  the  cost  to  the  rider  as  well.  Whole  new  categories  of  urbanites 
found  commuting  —  and  thus  better  housing  —  within  their  reach. 

The  trolley  provided  Europeans  with  a  new  variety  of  communal  ex¬ 
perience  as  well.  In  order  to  reap  the  benefits  of  dispersed  housing,  they 
had  to  consent  to  sit  together  with  crowds  of  strangers  during  their 
morning  and  evening  journeys.  Whether  or  not  they  resented  brushing 
up  against  their  varied  fellow  travelers,  McKay  believes  that  the  new 
horde  of  commuters  rode  home  to  better,  less  crowded  housing  developed 
by  the  new  transit  lines  themselves.  This,  says  the  author,  was  a  real 
revolution:  one  that  was  not  to  be  repeated.  Even  the  automobile 
could  not  have  the  impact  of  this  first  application  of  mechanical  power 
to  urban  transportation. 

From  the  material  the  author  presents,  it  is  not  possible  to  pass  final 
judgment  on  the  social  aspects  of  this  rev'olution.  As  McKay  himself 
notes,  ridership  studies  of  European  cities  are  few  and  of  varied  quality. 
While  he  shows  that  —  especially  in  Manchester  and  Bnissels  —  tram¬ 
ways  advanced  ahead  of  new  housing,  one  needs  to  know  the  role  played 
by  private  and  public  housing  developers  in  order  to  assess  the  impact 
of  the  trolley  in  itself  in  what  may  have  been  a  coordinated  movement. 
This  is  not,  in  other  words,  a  European  companion  to  Sam  Bass  Warner’s 
Streetcar  Suburbs,  nor  does  it  pretend  to  be.  Tramways  and  Trolleys  is 
essentially  an  excellent  piece  of  economic  and  public  policy  history  — 
probably  more  suitable  for  adoption  in  a  course  in  business  history  than 
in  an  urban  history  program. 
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Like  any  good  book.  Tramways  and  Trolleys  raises  questions  that  call 
for  more  studies.  Among  the  many  important  peripheral  points  made 
by  McKay  are  the  pragmatic  concerns  that  led  to  municipal  ownership 
in  Britain,  and  the  negative  impact  that  the  politics  attendant  upon 
public  management  had  on  the  later  history  of  British  tramways.  The 
effective  regulation  practiced  in  France  and  Germany  meets  with  Mc¬ 
Kay’s  approval,  and  he  finds  the  late  attempts  of  American  cities  to 
control  their  traction  companies  something  of  a  disaster,  based  as  they 
were  upon  “strong  antipathies,  antipathies  which  then  often  had  the 
power  to  cripple  but  lacked  the  means  to  create”  (95).  One  is  left 
wondering  how  important  this  antipathy  was  in  the  history  of  American 
mass  transit,  and  whether  the  few  U.S.  cities  that  achieved  public 
ownership  met  the  same  fate  as  their  British  equivalents. 

We  need,  it  seems  clear  after  reading  McKay’s  book,  a  better  idea  of 
what  makes  successful  regulation  or  public  management  of  a  utility 
possible:  in  short,  a  comparative  .study  of  European  and  American  ex¬ 
periences  large  enough  to  draw  upon  the  detailed  American  studies 
already  in  existence.  There  is  also  need  for  a  good  .synthesis  of  work 
already  av'ailable  on  the  impact  of  mechanical  traction  in  the  U.S.  and 
in  Europe.  The  American  experience  was  more  complex:  Did  the  cable 
car,  whose  use  was  widespread,  play  the  role  filled  by  the  electric  street¬ 
car  in  Europe?  Did  the  American  experience  have  two  phases,  not  one 
and,  if  so,  is  this  fact  a  neglected  part  of  the  story  of  the  largely  un¬ 
successful  quest  by  American  cities  for  control  over  their  traction 
companies?  Finally,  what  if  any  relation.ship  e.xists  between  the  varying 
degrees  of  .success  experienced  by  different  nations  in  regulating  public 
mass  transit  and  the  general  failure  of  anyone  anywhere  to  cope  with 
the  private  automobile? 

NlcKay’s  well  researehed  volume  provides  many  insights  and  many 
more  questions,  but  perhaps  no  insight  is  more  important  than  the  one 
with  which  he  concludes.  Under  the  right  circumstances,  publie  policy 
can  do  much  to  determine  the  meaning  of  a  technological  innovation. 
If  —  instead  of  bowing  before  every  new  machine  as  though  greater 
short-term  economic  efficiency  were  the  only  measure  of  progress  — 
people  and  their  governments  were  to  insist  that  innovation  be  justified 
in  human  terms,  “progress”  and  improvement  might  more  often  be 
found  together  outside  the  dictionary,  McKay’s  is  among  the  best  of 
several  recent  studies  of  urban  transportation  that  show  this  to  be  so. 

0  O  O 

THE  AGRICULTURAL  DEVELOPMENT  OF  TURKEY.  By  Odd- 
var  Aresvik.  New  York,  Praeger  Publishers,  1975.  Pp.  xxi  -f  220. 
$16.50. 


Reviewed  by  Donald  Quataert 
Assistant  Professor  of  History 
University  of  Houston 

This  book  discusses  Turkish  agricultural  development  in  the  decade 
1961-1971  and  will  be  of  interest  primarily  to  agronomists  and  develop¬ 
ment  specialists  concerned  with  increasing  agricultural  output.  Although 
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there  is  no  historical  dimension,  it  also  could  be  of  use  to  economic 
historians  of  the  Middle  East  who  will  find  a  substantial  carr)'over  of 
Ottoman  policies  into  the  contemporary  period.  The  Agricultural  Bank, 
agricultural  school,  model  field,  seed  distribution  (free  to  the  Ottoman 
cultivator  but  paid  for  by  his  modem  day  counterpart)  and  the  travelling 
agronomist  programs  that  Oddvar  Aresvik  cites  as  central  to  con¬ 
temporary  Turkey’s  development  schemes  draw  directly  on  the  Ottoman 
legacy.  In  addition  to  these  policy  similarities,  there  exist  numerous 
parallels  between  the  obstacles  encountered  in  agrarian  reform  during 
the  nineteenth  and  the  twentieth  centuries:  illiteracy,  the  urban  origins 
of  many  agricultural  school  students,  and  the  security-mindedness  of  the 
Agricultural  Bank  still  plague  improvement  programs. 

The  author  has  gathered  materials,  primarily  from  English-language, 
published  sources,  which  collectively  offer  insights  into  both  the  character 
and  direction  of  Turkish  agriculture.  Abimdant  statistics  indicate  changes 
in  productivity,  output,  fertilizer  consumption,  credit  availability,  as  well 
as  land  distribution  and  usage.  The  chapters  on  government  involvcni  'nt 
describe  the  various  ministries,  bureaus,  and  programs  seeking  to 
stimulate  agricultural  growth.  Other  sections  discuss  the  rural  com¬ 
munity  (Chapter  X,  which  probably  should  have  been  part  of  the 
Introduction)  and  the  cultivation  of  Mexican  wheats  —  the  Turkish 
Green  Revolution.  The  author  closes  with  a  summary  of  successes  and 
shortcomings  and  proposes  some  solutions  to  present  difficulties.  He 
suggests,  for  example,  “growing  fodder  legumes  in  rotation  with  wheat” 
to  improve  livestock  quality  and  enhance  the  productivity  of  fallow 
land  (196).  He  is  at  his  best  when  discussing  the  Mexican  wheat 
program,  a  fascinating  story  of  innovation  and  interaction  between  the 
private  and  public  sectors  and  of  the  advantages  and  pitfalls  in  the 
“kickoff”  approach.  More  generally,  however,  the  book  is  overly  de¬ 
scriptive  and  insufficiently  analytic,  with  a  mass  of  partially-digested 
data.  Too  often  the  reader  is  left  with  the  task  of  determining  the  sig¬ 
nificance  of  what  has  been  related.  Specifically,  and  central  to  the 
book,  the  crisis  that  Mr.  Aresvik  predicts  Turkey  will  face  in  about  25 
years  —  engendered  by  the  “present  rapid  population  growth”  —  war¬ 
ranted  a  fuller  analysis  than  is  offered  in  the  conclusion  (196).  I  also 
would  have  preferred  more  thorough  discussion  of  the  social  issues 
related  to  Turkish  agrarian  change. 

o  o  e 

COLONIALISM  IN  AFRICA,  1870-1960,  VOLUME  FOUR:  THE 
ECONOMICS  OF  COLONIALISM.  Edited  by  Peter  Duignan  and  L.  H. 
Gann.  New  York,  Cambridge  University  Press,  1975.  Pp.  xvi  -f  719. 
$42.50. 

Reviewed  by  Andrew  A.  Beveridge 
Assistant  Professor  of  Sociology 
Columbia  University 

This  book  is  the  fourth  volume  in  a  series  that  the  editors  had  hoped 
would  be  “the”  definitive  work  on  Colonial  Africa.  Two  of  the  previous 
volumes  examined  the  history  and  politics  of  colonialism;  a  third  with  a 
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different  editor  focused  on  African  society  (read:  anthropological  field 
studies),  and  the  fifth,  which  was  published  before  the  work  under  review, 
drew  together  much  bibliographical  material. 

This  book  contains  eighteen  articles  and  a  separate  introduction  by  the 
editors.  One  should  note  at  the  outset  that  the  history  of  colonialism  and 
the  history  of  business  enterprise  in  sub-Saharan  Africa  is  almost  one  and 
the  same  when  one  includes  the  response  to  that  enterprise  by  the  local 
population.  In  fact,  much  of  southern  and  eastern  Africa  was  from  time  to 
time  under  the  rule  of  various  chartered  companies,  the  most  famous  one 
being  the  Briti.sh  South  African  Company  directed  by  Cecil  Rhodes,  who 
if  nothing  else  would  (jualify  as  an  entrepreneur.  Trading  enterprises  in 
other  parts  of  Africa  \\  ere  similarly  organized.  So  what  does  this  book  add 
to  our  understanding  of  business  in  Africa?  A  number  of  the  selections  are 
quite  informative,  though  even  some  of  these  are  available  in  other  forms 
elsewhere.  A  number,  including  those  by  the  editors  and  those  closely 
associated  with  them  seem  intent  on  fixing  (or  erasing)  blame,  and  engage 
in  an  irritating  type  of  analysis,  which  one  could  call  speculative  history. 

The  editors  begin  with  an  essay  on  “The  Pre-Colonial  Economies  of 
Sub-Saharan  Africa.”  This  is  a  very  conventional  account  of  the  weakness 
of  the  economy  and  society  of  most  sub-Saharan  Africa,  seemingly  un¬ 
familiar  with  the  newer  work  using  oral  tradition  or  records  of  trading  and 
other  enterprises  along  both  coasts.  Coloniz.ation  is  seen  as  serving  a  pro¬ 
gressive  function.  After  shedding  little  new  light  on  the  old  Leninist  con¬ 
ception  of  colonialism  as  the  product  of  capitalist  dynamics,  Charles  Wil¬ 
son's  account  of  “The  Economic  Role  and  Mainsprings  of  Imperialism” 
buttresses  the  argument  abotit  the  progressive  nature  of  colonization. 
Problems  remaining  in  the  economies  of  the  newly  independent  African 
countries  result  simply  from  the  hostile  African  environment.  After  all, 
“the  socio-economic  evolution  of  a  vast  continent  heavily  burdened  by 
man  and  nature  cannot  be  easy,  rapid  or  uninterrupted”  (90). 

This  is  followed  by  five  papers  dealing  with  the  various  colonial  powers’ 
“national  styles”  in  economic  activity.  The  first,  by  Sir  Frederick  Pcdler, 
on  “British  Planning  and  Private  Enterprise  in  Colonial  Africa”  provides  a 
good  account  of  the  actual  business  activities  carried  out  in  British  terri¬ 
tories.  For  those  unfamiliar  with  such  standard  material,  his  summary  is 
excellent.  The  changing  role  of  the  government  is  highlighted  as  the 
colonial  era  unfolds.  Unlike  a  ntimber  of  the  other  selections  in  this  book, 
Pedler  is  not  preachy  or  superficially  general.  He  does  not  try  to  answer 
the  “big”  question  abotit  the  “goodness”  or  “hadness”  of  colonialism,  in¬ 
stead  he  simply  discusses  it. 

The  same  cannot  be  said  for  the  analysis  of  “French  Economic  Policy 
in  Tropical  Africa,”  by  V^irginia  Thompson  and  Richard  Adloff.  While  a 
number  of  statistical  tables  are  presented,  judgments  are  made  on  nearly 
every  page.  Business  enterprise,  as  it  actually  existed,  is  sadly  neglected. 
Jean-Philippe  Peemans’  discussion  of  “Capital  Accumulation  in  the  Congo” 
is  much  more  interesting,  because  of  its  direct  focus  on  the  state-monopoly 
pattern.  The  relations  between  the  state,  the  Belgian  government,  local 
capitalists,  foreign  capitalists,  and  the  local  colonial  administration  are 
well  outlined. 

Gann’s  brief  portrait  of  “Economic  Development  in  Germany’s  African 
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Empire”  presents  a  summary  from  the  point  of  view  of  the  colonizing 
power.  Business  enterprise  is  again  neglected,  while  an  analysis  of  policies 
is  foremost.  The  section  on  “national  styles”  concludes  with  an  analysis 
by  Richard  J.  Hammond  of  “Some  Economic  Aspects  of  Portuguese  Africa 
in  the  Nineteenth  and  Twentieth  Centuries.”  This  piece  ends  with  a  plea 
for  continued  Portuguese  rule  in  Angola,  Mozambique,  and  Guineau- 
Bissau,  and  a  postscript  decrying  recent  events. 

The  next  five  articles  concern  “economic  mainstays.”  Jan  Ilogcndorn 
examines  “Economic  Initiative  and  African  Cash  Farming,”  and,  using 
five  cases,  shows  that  the  Africans  are  willing  to  take  initiative  if  the 
potential  for  higher  income  exists.  Not  a  surprising  finding,  perhaps,  but 
one  that  certain  schools  of  anthropological  thought  have  resisted.  Montague 
Yudelman  buttresses  Hogendorn  s  point,  when  he  discusses  “The  Transfer 
of  Agricultural  Techniques.”  Simon  Katzenellenbogen’s  “The  Miner’s 
Frontier,  Transport  and  General  Economic  Development”  outlines  the 
development  of  mining,  Africa’s  major  industry.  Here  much  secondary 
material  is  woven  together  in  a  comprehensiv'e  way.  The  link  between 
mining,  transport,  and  labor  is  convincingly  presented.  Gerald  Meier’s 
analysis  of  “External  Trade  and  Internal  Development”  once  again  turns 
from  presentation  of  fact  to  speculation  about  effect.  Kilby’s  discussion  of 
“Manufacturing  in  Colonial  Africa”  is  much  more  interesting  to  those  who 
see  business  as  an  institution.  An  interesting  historical  assessment  of  the 
growth  of  manufacturing  and  of  various  firms  in  a  number  of  territories 
mostly  in  West  Africa  makes  Kilby’s  piece  one  of  the  most  relevant  to 
readers  of  this  journal.  The  impact  of  government  policies  on  manufactur¬ 
ing  also  brings  out  a  number  of  the  dilemmas  of  colonial  development. 
Should  large-scale  or  small-scale  industry  be  encouraged?  By  what  means? 

The  final  six  articles  deal  with  social  implications.  Colin  Newbury  sur¬ 
veys  “Historical  Aspects  of  Manpower  and  Migration”  and  finds  that  an 
interplay  in  agricultural  and  industrial  development  has  caused  the  shift 
from  labor  shortage  in  urban  areas  to  unemployment  and  underemploy¬ 
ment  both  in  the  niral  and  urban  areas.  Peter  Lloyd  discusses  “The  Rise  of 
New  Indigenous  Elites,”  which  he  equates  only  with  the  bureaucracy  and 
politicians  in  West  Africa  and  more  specifically  Nigeria,  while  ignoring 
businessmen.  Floyd  and  Lillian  Dotson’s  perceptive  essay  on  “The  Eco¬ 
nomic  Role  of  Non-Indigenous  Ethnic  Minorities”  is  a  careful  portrayal  of 
the  role  of  non-Africans  within  the  economies  of  Africa.  The  Dotsons’ 
attempt  to  see  the  extent  to  which  findings  from  their  case  study  of  Asians 
in  Zambia  apply  elsewhere.  The  social  world  of  immigrants  to  African 
societies  is  well  portrayed,  while  attempts  at  generalization  are  clearly 
based  on  real  information  and  are  not  overblown.  Theirs  is  one  of  the  best 
papers  in  this  otherwise  overly-labored  book.  P.  T.  Bauer’s  discussion  of 
“British  Colonial  Africa:  Economic  Restrospect  and  Aftermath”  falls  once 
again  into  that  region  of  speculative  history  with  which  this  book  is  replete. 
How  does  one  assess  the  costs  and  benefits  of  colonialism?  Why  is  it  done 
seven  different  times  in  one  volume?  At  least  Walter  Elkan  and  Roger 
Van  Zwanenberg  discuss  “How  People  Came  to  Live  in  Towns”  in  two 
countries,  Kenya  and  Uganda.  Though  they  could  have  easily  related  the 
growth  of  towns  to  economic  changes,  they  chose  not  do  so. 

“Economic  Achievements  of  the  Colonizers:  An  Assessment”  sums  up 
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this  volume  from  the  perspective  of  the  editors,  and  reinforces  what  is 
wrong  with  it.  Gann  and  Duignan  again  make  the  case  that  colonization 
was  not  as  bad  as  some  polemicists  have  claimed.  Historians  should  move 
beyond  this  sort  of  analysis,  and  indeed  they  recently  have.  Ironically, 
many  of  those  who  have  avoided  the  “good-guy  versus  bad-guy”  analysis 
are  among  those  who  have  begun  working  seriously  on  what  one  might 
call  the  history  of  colonial  business  in  Africa.  Such  people  are  scarcely 
represented  in  this  volume,  which  attempts  to  be  the  definitive  work  on  a 
number  of  subjects,  but  instead  mostly  presents  tried  and  true,  but  out¬ 
moded,  work  from  one  particular  point  of  view  in  an  increasely  irrelevant 
debate.  At  least  a  few  excellent  selections,  however,  depart  from  this 
characterization. 


•  •  • 

THE  OPIUM  WAR,  1840-1842:  BARBARIANS  IN  THE  CELESTIAL 
EMPIRE  IN  THE  EARLY  PART  OF  THE  NINETEENTH  CEN¬ 
TURY  AND  THE  WAR  BY  WHICH  THEY  FORCED  HER  GATES 
AJAR.  By  Peter  Ward  Fay.  Chapel  Hill,  North  Carolina,  University  of 
North  Carolina  Press,  1975.  Pp.  xxi  +  406.  $14.95. 

THE  OPIUM  WAR.  By  Brian  Inglis.  London,  Hodder  &  Staughton, 
1976.  Pp.  223.  $16.95. 

THE  CHINESE  OPIUM  WARS.  By  Jack  Beeching.  New  York,  Har- 
court  Brace,  1976.  Pp.  352.  $14.95. 

Reviewed  by  Jacques  M.  Downs 
Professor  of  History 
Saint  Francis  College 

It's  either  a  feast  or  a  famine.  Since  the  publication  over  a  decade  ago 
of  Edgar  Holt’s  The  Opium  Wars  in  China,  no  one  has  produced  anything 
specifically  on  the  subject  of  the  strange  war  that  “opened”  China.  Now, 
in  the  space  of  a  single  year,  no  less  than  three  such  works  have  appeared, 
and  each  one  is  directed  at  a  different  readership  —  superficially  any%vay. 
Only  one  is  written  by  a  professional  historian;  the  others  are  by  journalists. 
Yet  at  least  one  of  the  newsmen  is  a  sound  scholar,  and  the  historian  has 
produced  the  most  readable  of  the  three  books. 

All  three  writers  have  done  much  reading.  They  appear  to  have  im¬ 
mersed  themselves  in  the  subject  before  attempting  to  write.  Peter  Ward 
Fay,  the  historian,  is  avowedly  attempting  to  give  the  reader  a  Western 
counterpart  of  Arthur  Waley’s  classic.  The  Opium  War  Through  Chinese 
Eyes.  Brian  Inglis  is  more  concerned  with  detailing  the  intimate  connection 
between  policy  decisions  of  the  British  East  India  Company  and  the  war. 
Jack  Beeching,  with  the  broadest  canvas  of  the  three,  admittedly  does  a 
journalist’s  job  of  telling  the  story  of  Anglo-Chinese  conflict  from  the 
1830s  to  about  1860,  including  both  Opium  Wars  and  the  Taiping  Rebel¬ 
lion. 

Probably  one  should  not  compare  the  books,  but  in  a  review  of  this 
nature,  comparisons  are  unavoidable.  Easily  the  smoothest-flowing,  wit¬ 
tiest,  and  most  exciting  narrative  is  Fay’s.  His  task  is  a  difficult  one,  since 
he  must  orchestrate  decisions  and  events  separated  by  continents,  oceans. 
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time,  and  culture,  yet  everything  must  come  together  in  the  bizarre  and 
often  grisly  military  operations  on  the  China  coast.  The  tale  is  a  dramatic 
one,  full  of  the  color  of  the  time  and  place,  and  Fay  fits  the  pieces  together 
into  an  integrated  and  very  absorbing  narrative.  One  of  his  happiest  devices 
in  maintaining  tension  and  illuminating  the  action  is  his  skillful  interweav¬ 
ing  of  first-hand  accounts.  Using  evidence  from  witnesses  of  at  least  four 
nationalities  (most  originally  from  the  underground  Catholic  mission). 
Fay  produces  a  single,  fascinating  story-line.  It  is  an  e.xtraordinary 
accomplishment. 

Brian  Inglis  has  written  a  book  that  can  only  be  called  “serious”  history, 
though  he  is  a  journalist  in  the  sense  that  he  writes  for  both  the  press  and 
for  television.  More  of  a  muckraker  than  Fay,  Inglis  concentrates  his 
attention  on  the  role  of  opium  and  more  especially  of  the  Briti.sh  East 
India  Company  in  bringing  on  the  war.  The  Honorable  Company,  the 
obsolete  governing  structure  of  India,  originally  had  a  charter  that  included 
a  monopoly  of  all  commerce  between  the  Capes,  but  most  importantly  it 
was  a  profit-making  enterprise.  Absentee  private  ownership  of  what  was 
essentially  a  foreign  government  was  a  situation  that  could  only  produce 
evil.  As  I  read  Mr.  Inglis,  he  believes  that  short  of  a  radical  revision  of  the 
government  and  economy  of  India,  the  Opium  Witf  was  probably  in¬ 
evitable.  Ilis  chapter  titles  indicate  the  bad-business  orientation  of  the 
book:  “Sales  Diive,  1830-  4,”  “Shareholders’  .Meeting,  1839-40,”  “Settle¬ 
ment  of  Accounts,  1840-2”  and  “Balance  Sheet.”  He  avoids  the  fighting 
altogether. 

The  narrow'  focus  of  his  book  enables  Inglis  to  make  a  respectable  con¬ 
tribution  to  our  knowledge  of  the  origins  of  Sino-British  struggle.  He  has 
done  his  homework,  but  he  includes  no  footnotes  and  only  a  very  .sketchy 
and  not  very  useful  bibliographical  note.  However,  he  has  placed  his  refer¬ 
ences  in  the  Library  of  the  School  of  Oriental  and  African  Studies  in 
London  —  a  pity  that  they  are  so  inaccessible  to  Americans. 

Beeching’s  book  is  the  most  journalistic  in  form.  It  also  covers  a  much 
greater  time  span  and  many  more  events  than  the  other  two  works.  Con¬ 
sequently,  Beeching’s  task  is  the  most  formidable,  and  one  cannot  expect 
him  to  advance  the  frontiers  of  the  field.  He  attempts  a  relatively  simple, 
straightforward  account,  but  the  result  suffers  the  faults  of  the  genre  — 
inaccuracies,  dated  interpretations,  omitted  materials,  imperfectly  under¬ 
stood  data,  and  so  forth.  Moreover,  an  enormous  amount  of  explanation  is 
necessary  for  his  Western,  and  inexpert  audience.  He  must,  on  the  one 
hand,  maintain  interest,  and  on  the  other,  clarify  any  number  of  compli¬ 
cated  actions  and  exotic  attitudes  and  situations.  Thus,  the  book  is  uneven 
in  quality.  Yet  it  has  some  of  the  strengths  of  journalistic  coverage  as  well. 
It  is  interesting,  fast-moving,  and  one  is  not  distracted  by  footnotes.  Check¬ 
ing  Beeching  w'ould  be  next  to  impossible.  The  book  is  useful,  nonetheless, 
and  for  someone  who  merely  wants  an  overview  of  the  subject,  it  will  serve. 
Beeching  makes  no  pretense  of  writing  more  than  a  newsman’s  story. 

All  three  w’orks  differ  from  early  treatments  in  that  they  show  a  substan¬ 
tially  greater  appreciation  of  the  sufferings  of  the  Chinese  and  of  the 
Chinese  point  of  view  generally.  They  also  demonstrate  the  ethnocentric 
blindness  of  both  sides  of  the  conflict  and  the  absolutely  decisive  im¬ 
portance  of  Western  technology,  especially  in  its  military  and  naval  mani- 
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festations.  All  three  view  the-'vvar  from  a  British  perspeetive  (albeit  an 
enlightened  one).  Fay  alone  uses  American,  French,  and  other  non-British 
sources  to  any  significant  degree  (none  reads  Chinese,  I  take  it).  Both  for 
its  broader  research  and  for  the  elegance  of  its  style,  JFay’s  book  will 
be  preferred  by  historians.  It  has  already  been  selected  as  an  offering  of 
the  History  Book  Club.  Indeed,  Peter  Fay’s  Opium  War  is  a  splendid 
demonstration  that  history  can  be  scholarly  and  yet  remain  a  literary’  art. 

0  O  O 

LALA  SHRI  RAM:  A  STUDY  IN  ENTREPRENEURSHIP  AND 
INDUSTRIAL  MANAGEMENT.  By  Arun  Joshi,  New  Delhi,  Orient 
Longman  Limited,  1975.  Pp.  708.  Rs.  84.00  ($10.00  approximately). 

Reviewed  by  Dwijendra  Tripathi 
Professor  of  Entrepreneurial  History 
Indian  Institute  of  Management,  Ahmedabad 

Lala  Shri  Ram  (1884-1963)  made  a  significant  contribution  to  the 
industrial  development  of  India.  He  transformed  the  Delhi  Cloth  and 
General  Mills  from  a  weaving  shed  into  a  major  industrial  undertaking, 
and  built  around  it  an  industrial  empire  tuniing  out  a  variety  of  articles 
including  several  kinds  of  cloth,  sugar  and  confectionery,  chemicals  and 
PVC  resins,  sewing  machines  and  fans,  and  potteries  and  ceramics. 
Though  the  head  of  a  private  sector  enterprise,  he  actively  participated 
in  the  management  of  a  wholly  government-owned  fertilizer  company, 
and  also  invested  a  considerable  part  of  his  time,  money,  and  energy  in 
promoting  a  number  of  educational  and  research  institutions.  Bom  in  a 
family  of  modest  means,  Shri  Ram  died  after  reserving  a  prominent 
place  for  himself  in  the  industrial  history  of  India. 

Several  years  ago,  Arun  Joshi  jointly  with  Khushwant  Singh  placed 
before  us  a  record  of  the  Lala’s  achievements  {Shri  Ram:  A  Biography, 
Bombav,  1968).  It  is  not  clear,  and  Joshi  nowhere  tells  us,  why  he 
decided  to  write  another  book  on  the  same  subject.  Perhaps  his  inten¬ 
tion  was  to  present  a  more  analytical  and  detailed  account  than  he  was 
in  a  position  to  do  in  his  earlier  work. 

The  volume  under  review  does  not  give  much  evidence  of  analysis 
on  Joshi’s  part,  however.  Nobody  can  deny  that  he  has  considerable 
amount  of  data  and  facts  at  his  disposal  collected  from  a  vast  number 
of  documents  and  papers  relating  to  Shri  Ram’s  enterprises.  But  analysis 
demands  the  ability  to  glean  significant  data  from  a  whole  mass  of  facts, 
and  one  cannot  do  so  unle.ss  one  has  a  meaningful  theoretical  framework. 
Joshi  gives  little  indication  of  the  theoretical  constmets  he  has  applied 
in  analyzing  the  Lala’s  activities  as  an  entrepreneur  and  industrial  man¬ 
ager.  In  fact,  Jo.shi  does  not  have  a  framework,  and  thus  has  given  tis 
nothing  but  another  narrative,  which,  in  spite  of  its  length,  adds  little 
to  our  understanding  of  the  strategies  adopted  by  Shri  Ram  and  of  the 
stmeture  created  by  him. 

This  drawback  notwithstanding,  I  would  have  justified  Joshi’s  attempt 
if  his  work  had  added  significantly  to  our  knowledge  of  Shri  Ram’s 
career.  On  the  face  of  it,  the  size  of  the  book  does  indicate  the  inclusion 
of  more  details.  For  the  most  part,  however,  these  details  consist  of 
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insignificant  facts  (such  as  that  the  father  of  the  present  President  of 
India  attended  Shri  Ram’s  ailing  uncle),  long  discussions  of  unnecessary 
aspects,  and  extensive  summaries  of  a  few  general  works  on  Indian  in¬ 
dustrial  history.  Also,  direct  quotations  from  company  records  and  Shri 
Ram’s  correspondence  and  speeches  have  inflated  the  size  of  the  book 
unduly.  More  often  than  not,  these  quotations  are  of  exasperating  length 
running  into  two  to  three  pages  at  a  stretch,  and  letters  have  been  re¬ 
produced  in  full  without  omitting  even  such  obviously  irrelevant  phrases 
as  “My  dear’’  and  “yours  sincerely.’’  Joshi’s  love  of  quotations  is  so  intense 
that  almost  half  of  a  hundred-page-long  chapter  is  quotations.  Joshi 
claims  his  work  to  be  an  exercise  in  history  but  it  appears  closer  to  a 
book  of  documents.  If  anything,  it  is  an  example  of  how  history  should 
not  be  written. 

Joshi  also  claims  his  work  to  be  a  biography,  Whatev'er  other  strengths 
the  book  may  have  in  this  respect,  readability  is  not  one  of  its  virtues. 
The  chapters  are  ill-coordinated,  resulting  in  confusing  contradictions 
and  needless  repetitions.  At  the  same  time,  irrelevant  and  long  digressions 
into  unnecessary  channels  have  broken  the  continuity  of  composition. 
What  is  more  serious  is  that  the  book  is  full  of  numerous  glaring  errors 
of  grammar,  usage,  syntax,  and  punctuation. 

In  sum,  it  is  difficult  for  me  to  escape  the  conclusion  that  Joshi’s  earlier 
work  gives  a  much  better  feel  of  Shri  Ram’s  life  and  work.  The  work 
under  review  serx’es  very  little  academic  purpose  indeed, 

o  o  o 

THE  JAPANESE  ARE  COMING:  A  MULTINATIONAL  INTER¬ 
ACTION  OF  FIRMS  AND  POLITICS.  By  Yoshi  Tsurumi.  Cam- 
bridge.  Mass.,  Ballinger  Publishing  Company,  1976.  Pp.  xxiii  -|-  333. 
$16.50. 

JAPAN’S  MULTINATIONAL  ENTERPRISES.  By  M.  Y.  Yoshino. 
Cambridge,  Mass.,  Harvard  University  Press,  1976.  Pp.  xv  -f  191. 
$12.50. 

Reviewed  by  Kozo  Yamamura 
Professor  of  Economics 
University  of  Washington 

As  usual  for  things  Japanese,  Japan’s  multinational  firms  are  growing 
and  “maturing”  much  more  rapidly  than  did  their  British  and  American 
counterparts.  Because  of  this,  the  Japanese  multinationals,  as  both 
authors  demonstrate,  take  imaginative  or  necessary  shortcuts  in  char¬ 
acteristic  fashion,  and  they  face  and  attempt  to  solve  the  special  problems 
that  they  encounter  as  they  hasten  to  establish  themselves  in  a  decreas- 
ingly  hospitable  economic  and  political  climate  and  in  competition  ( or  in 
cooperation)  with  their  western  rivals. 

Of  the  two  books,  M.  Y.  Yoshino’s  is  far  superior.  Though  his  book  is 
a  short  one  —  only  about  150  pages  of  text  —  it  is  rich  in  insights  and 
is  written  clearly  and  effectively.  The  first  chapter,  entitled  “The  Set¬ 
ting,”  is  a  background  chapter  that  includes  a  discussion  of  the  zaibatsu 
and  a  review  of  the  most  recent  economic  changes  that  are  encouraging 
and  forcing  the  Japanese  to  invest  more  of  their  capital  and  managerial 
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talents  abroad.  In  chapter  2,  Yoshino  examines  Japan’s  oil  industry  as  an 
example  of  her  “ventures  in  raw  materials”  and  he  successfully  high¬ 
lights  the  complex  interactions  among  the  Japanese  government,  the 
western  “majors,”  oligopolistic  Japanese  firms,  and  the  rapidly  increasing 
demand  for  oil. 

Chapter  3,  on  “The  Spread  of  Manufacturing,”  contains  lucid  discus¬ 
sions  on  Japan’s  reasons  for,  and  the  problems  faced  in,  increasing  her 
investments  in  the  de\'eloping  nations  and  in  the  U.S.  The  general 
trading  companies  are  the  subject  of  chapter  4,  and  Yoshino’s  analyses 
of  the  roles  played  by  these  uniquely  Japanese  institutions  in  Japan’s 
multinational  activities  are  excellent.  If  this  chapter  is  read  with 
Yoshino’s  earlier  discussion  of  these  trading  companies  in  The  Japanese 
Marketing  System;  Adaptations  and  Innovation  (M.I.T.  Press,  1971), 
readers  are  sure  to  get  a  good  initial  grip  toward  a  better  understanding 
of  this  multifaceted  and  complex  Japanese  institution.  Yoshino  analyzes 
in  ehapter  5  the  ehanging  internal  organization  and  ownership  control 
of  subsidiaries  and  joint  ventures  abroad.  This  is  a  good  summary  of 
many  problems  faced  by  the  management  of  the  Japanese  multinationals. 
The  last  chapter  is  on  the  managerial  system  of  the  Japanese  enterprises 
as  they  faee  the  stresses  and  difficulties  of  rapid  overseas  expansion. 
'This  chapter,  too,  is  a  valuable  addition  to  what  is  found  on  the  subject 
in  Yoshino’s  Japans  Management  System  (M.I.T.  Press,  1968). 

'Though  not  a  major  research  monograph  that  raises  new  analytical 
issues,  this  is  a  readable,  good  book  by  a  leading  student  of  Japanese 
business  whose  insights  and  reflective  passages  are  often  much  more 
valuable  than  many  tables  and  lengthy  descriptions.  I  found  the  author’s 
thoughtful  assessment  of  the  future  of  Japanese  multinationals  and  the 
general  trading  companies  especially  v'aluable.  In  fact,  I  recommend 
this  book  to  those  economists  who  are  forecasting  the  future  of  the 
Japanese  economy  relying  exclusively  on  their  economic  analyses. 

Though  my  overall  assessment  of  Yoshino’s  book  remains  unchanged, 
I  must  point  out  that  his  facile  and  frequent  use  of  scale  economies  as 
the  major  (or  often  exclusive)  reason  for  the  international  competitive 
ability  of  many  Japanese  industries  is  rather  simplistic  (see,  for  examples, 
pages  68,  88,  and  119).  A  more  careful  evaluation  of  effective  uses  of 
new  teehnologies,  policies  encouraging  coordinated  risk-reduction,  and 
imaginative  business  strategies  adopted  by  leading  firms  would  have 
made  Yoshino’s  discussions  much  more  persuasive  and  richer  in  content. 
Finally,  two  specifie  errors  should  not  go  unnoticed.  Koyata  Iwasaki 
was  not  the  founder  of  the  Mitsubishi  Zaibatsu  (4),  Yataro  Iwasaki  was! 
Koyate  did  not  graduate  from  Cambridge  until  1906.  The  practice  of 
former  high-ranking  bureaucrats  “descending  from  heaven”  to  become 
executives  of  large  firms  is  referred  to  as  amakadori  in  both  the  text  (54) 
and  the  index  ( 183) .  It  should  be  amakudari. 

Tsurumi’s  book,  as  its  subtitle  “A  Multinational  Interaction  of  Firms 
and  Politics”  indicates,  is  ambitious  in  its  intent.  However,  as  becomes 
quickly  evident,  the  wide  net  that  he  casts  comes  up  with  much  less  than 
the  hoped-for  harvest  of  edible  fish.  While  the  net  contains  interesting 
results  of  his  field  studies  and  many  charming  anecdotes,  it  also  is  full 
of  jellyfish  —  numerous  superficial  observations,  naive  analyses  and  half- 
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truths  —  which  can  do  a  serious  disservice  especially  to  the  non-specialist 
reader  who  may  not  recognize  the  jellyfish  for  what  they  are.  The  book 
is  also  poorly  organized  and  his  (and  his  copy  editor’s)  English  can 
hardly  be  called  readable,  even  by  my  non-native  standards. 

The  author  does  an  effective  job  of  describing  the  changing  patterns 
and  motivations  of  the  multinational  Japanese  firms  —  their  increasing 
desire  to  better  control  the  subsidiaries  abroad  and  the  shifting  patterns 
of  competition  among  Japanese  multinationals.  His  di.scussions,  in  the 
chapter  entitled  “The  Ugly  Japanese  and  Their  Dilemma,”  of  the  reasons 
for  the  “visibility”  of  the  Japanese  firms  abroad  is  his  best  contribution. 
These  are  lively  and  good  discussions  on  the  reasons  why  Japanese  multi¬ 
nationals  are  “visible,”  i.e.,  prone  to  become  targets  of  political  and 
economic  reactions  in  the  host  nations.  What  he  presents  is  (jiiitc  useful 
for  anyone  looking  for  good  material  with  which  to  enliven  lectures  on 
Japanese  business  or  multinationals  in  general.  Tsurumi  also  provides 
useful  data  that  he  gathered  himself  in  his  field  studies  in  many  parts 
of  Asia  or  from  the  Data  Bank  of  the  Multinational  Enterprise  Project 
of  the  Harx^ard  Business  School.  Throughout  the  book,  one  clearly 
sen.ses  an  author  who  is  knowledgeable  and  is  capable  of  captivating 
the  undergraduates. 

However,  even  some  undergraduates  may  object  to  the  weaknesses 
of  analysis  and  inconsistencies  in  logic  that  occur  throughout  the  book. 
A  small  number  of  random  samples  of  jellyfish  representing  Tsurumi’s 
often  casual  and  unfortunate  observations  on  economic  and  business 
motivations  and  practices  are:  (1)  The  postwar  Japane.se  efforts  to 
achieve  rapid  growth  were  a  “reaffirmation  of  the  Japanese  ‘instinct’ 
based  upon  the  past  successes  since  the  1870’s”  (10);  (2)  “After  the 
mid-1960’s,  the  disappearance  of  the  dual  wage  structure”  occurred  to 
“produce  the  migration  of  Japanese  industrial  manufactures  abroad” 
(28);  (3)  “Keenly  observing  the  U.S.  market  shift,  Japanese  manu¬ 
facturers  intuitively  judged  that  sooner  or  later  the  Japanese  market 
demand  would  shift  to  color  [T.V.]”  (32);  (4)  “The  high  lev'el  of 
business  activities  induced  by  the  Vietnam  War  immediately  pushed  up 
the  prices  of  plant  sites  in  Japan”  (82);  (5)  “In  the  context  of  the 
filial  obligations  of  the  subsidiary  firm  to  its  leader-manufacturer,  it  is  the 
natural  function  of  the  large  firm  to  assume  leadership  in  the  ventures 
new  to  the  entire  group”  (87);  and,  (6)  “As  of  the  end  of  1975,  none 
of  the  largest  ten  trading  firms  seemed  working  on  contingency  plans 
for  dive.sting  themselves  of  the  ill-conceived  projects.  Chances  are  that 
they  will  be  caught  unprepared  by  a  sudden  turn  of  events.  Whether 
the  rosy  or  the  pessimistic  scenario  will  be  in  store  for  large  trading 
firms  is,  of  cour.se,  up  to  the  management  courage  and  wisdom  of  each 
firm”  (156). 

The  problems  in  (1)  and  (3)  require  no  comment.  On  (2),  Tsurumi 
ought  to  know  that  the  dual  wage  structure  has  not  yet  disappeared  and 
that  increasing  wages  in  Japan  was  only  one  of  several  reasons  for  the 
migration  of  Japanese  firms.  If  (4)  is  true,  the  increasing  price  of  coffee 
explains  the  current  inflation.  (5)  is  “sociological  economics”  at  its 
worst.  The  first  sentence  of  (6)  is’ incorrect  and  in  fact  the  opposite 
was  true.  The  last  sentence  is  empty  in  content  and  the  emptiness  is 
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all  the  more  evident  when  it  is  contrasted  to  the  able  analyses  of  these 
firms  found  in  Yoshino’s  book.  Furthermore,  Tsurumi’s  observations  on 
the  permanent  employment  system  in  Japan  (218-221)  are  no  more 
than  half-truths,  and  his  remarks  on  the  “old”  business  leaders’  “mass 
senility”  (307)  is  highly  impressionistic  and  almost  libelous.  Also, 
throughout  the  book  Tsurumi  adheres  to  the  naive  version  of  “Japan 
Inc.,”  undoing  the  contributions  of  many  recent  works  warning  of  the 
danger  of  such  a  simplistic  view  of  the  interrelationships  among  Japanese 
business,  the  government,  and  the  bureaucracy. 

Professor  Tsurumi’s  sociology  is  no  better.  Among  his  sociological 
observations,  my  fax’orite  is:  “The  continued  legacy  of  prc-W’orld  \\’ar 
II  Japan,  with  such  acts  as  the  censorship  of  primary  and  secondary 
textbooks,  produced  among  the  Japanese  a  mass  amnesia  of  what  Japan 
did  to  her  Asian  neighbors  during  the  years  1870-1945”  (287).  I  wonder 
if  Tsurumi  is  saying  that  the  NIinistry  of  Education  is  responsible  for 
this  amnesia  and  therefore  for  the  “Ugly  Japanese”  in  Southeast  Asia! 

Finally,  let  me  cite  only  one  example  of  the  poor  editing  that  mars 
the  book  throughout.  “Neither  the  Indonc.sian  nor  the  Japanese  govern¬ 
ment  has  provided  any  rhetorical  support  and  praise  upon  the  project, 
although  both  have  been  liberally  heaping  rhetorical  support  and  praise 
upon  the  project”  (127).  Yes,  I  double  checked  the  quotation. 

o  o  o 

APPOINTMENT  AT  ARMAGEDDON:  MUCKRAKING  AND  PRO- 
GRESSIVISM  IN  THE  AMERICAN  TRADITION.  By  Louis  Filler. 
Westport,  Conn.,  Greenwood  Press,  1976.  Pp.  xiii  -f  476.  $15.95. 

Reviewed  by  John  WaKsmundski 
Social  Studies  Department  Head 
South-Western  City  Schools,  Columbus,  Ohio 

From  the  depression  years  through  the  196()s,  historians  hav’e  tended 
to  criticize  certain  aspects  of  the  reform  tradition  in  American  life. 
'This  is  particularly  true  regarding  interpretations  of  Progressivism,  and, 
to  a  lesser  degree,  muckraking.  The  Progressives,  according  to  many 
recent  studies,  were  spectacular  failures  motivated  not  by  a  desire  to 
achieve  meaningful  reform  but  rather  by  a  need  to  maintain  the  v'ahies 
and  class  structure  of  a  bygone  era.  During  the  sixties,  some  scholars 
posited  the  thesis  that  real  reform  came  about  only  at  the  behest  of 
businessmen,  or  through  the  efforts  of  a  rising  new  middle  class.  More¬ 
over,  the  changes  these  groups  initiated  were  either  antidemocratic,  or 
directly  aimed  at  enhancing  conservative  big  business. 

In  the  1970s  this  trend  seems  to  be  reversing  and  the  liberal  tradition 
is  receiving  a  more  favorable  hearing.  Louis  Filler,  the  distinguished 
historian  of  muckraking,  is  one  of  the  leaders  in  developing  a  more 
positive  outlook  toward  our  liberal  reformers. 

In  his  latest  work.  Appointment  at  Armageddon,  Filler  stresses  the 
accomplishments  of  those  who  worked  to  expose  evil  and  improve 
society.  He  suggests,  moreover,  that  a  negative  view  of  American  re¬ 
form  undercuts  efforts  to  place  muckraking-Progressivism  in  proper 
perspective,  and  to  compare  and  relate  its  thrust  to  today’s  society.  His 
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own  effort  represents  a  serious  attempt  to  place  Progressivism  and 
muckraking  within  the  larger  American  experience.  This  meant  first 
that  Progressivism  had  a  past;  and  second  that  reformers  often  had 
to  work  within  the  cultural  setting,  dealing  with  human  experiences, 
emotions,  and  conditions  that  frequently  undermined  their  labors. 

Filler  follows  this  premise  by  calling  attention  to  the  many  figures, 
some  obscure,  who  contributed  much  to  the  ongoing  reform  tradition. 
Actually,  the  author’s  sketches  of  various  prototypes  of  the  muckraker- 
Progressive,  as  well  as  the  genuine  article,  constitute  the  real  strength 
of  the  volume.  People  deserving  the  label  muckraker  or  Progressive 
were  usually  realists  who  went  beyond  moral  persuasion  into  the  realm 
of  agitator-activist.  For  example,  during  the  1830s  there  was  Anne 
Royall,  the  tragedy-plagued  “Grandma  of  the  Muckrakers”  whose  writ¬ 
ings  produced  informative  portrayals  of  conditions  in  poor  houses,  hos¬ 
pitals,  and  other  institutions.  And  in  the  same  decade  appeared  William 
Lyon  Mackenzie,  the  Canadian  politician-agitator  who  moved  to  America 
and  directed  his  literary  energies  to  the  search  for  decency  in  politics. 
Filler  views  Mackenzie  as  a  tnie  pioneer  in  muckraking-Progressivism 
worthy  of  further  study. 

Filler  carries  this  “biographical  style”  into  his  very  limited  effort  at 
historical  interpretation.  He  is  critical  of  those  historians  who  have 
denounced  the  reform-minded  for  their  racism,  lack  of  ethics,  or  willing¬ 
ness  to  work  with  the  enemy  (corrupt  politicians  and  businessmen)  to 
achieve  moderate  gains.  In  chapters  on  the  genteel  reformers  and 
Theodore  Roosevelt  he  offers  his  more  tempered  view.  The  genteel 
reformers,  or  “goo  goos,”  are  credited  with  emphasizing  “individual 
worth”  and  social  problems  of  an  enduring  quality.  The  author  seems 
especially  appalled  by  the  “Roosevelt-haters”  who  have  tended  to  ignore 
T.  R.’s  noble  service  in  the  Spanish  American  War  and  his  inspirational 
effect  on  others  seeking  careers  in  muckraking  and  reform. 

Filler’s  tendency  to  applaud  the  achievements  of  numerous  muckraker- 
Progressives  may  be  interesting  reading  but  it  is  not  without  obvious 
defects.  'There  is  no  basic  theme  here,  and  as  a  consequence  the  reader 
often  feels  as  if  he  is  listening  to  an  expert  espousing  his  moderately 
organized  thoughts  on  the  subject.  This  absence  of  any  thematic 
approach  will  prove  disappointing  to  historians  of  Progressivism  who 
have  come  to  expect  studies  placing  the  reform  tradition  in  a  meaningful, 
interpretive  framework. 

Moreover,  economic  and  business  historians  will  find  little  use  for  this 
work.  Filler  notes  that  much  of  the  muckraker-Progressive  agitation 
was  over  economic  issues;  and  he  presents  an  informed  essay  on  Nelson 
O.  Nelson,  the  businessman  who,  during  the  1890s  developed  profit 
sharing  schemes  and  a  reduced  workday  for  his  employees.  But  there 
is  no  in-depth  analysis  of  economic  trends,  or  the  structure  of  business 
institutions  and  their  effect  on  society. 

Despite  these  flaws  and  a  few  blatant  typographical  errors.  Filler  has 
made  a  valuable  contribution  to  the  literature.  Students  of  the  reform 
tradition  will  find  the  breadth  of  the  study  both  impressive  and  handy 
as  a  reference  tool.  Furthermore,  scholars  in  the  field  will  find  the 


392  BUSINESS  HISTORY  REVIEW 


bibliographical  note  a  useful  source  for  identifying  related  areas  in 
need  of  further  study. 


«  «  O 

COLONEL  GREENE  AND  THE  COPPER  SKYROCKET.  By  C.  L. 
Soanichsea.  Tucson,  The  University  of  Arizona  Press,  1976.  Pp.  x  -f 
32S.  $4.95. 

BLACK  POWDER  AND  HAND  STEEL:  MINERS  AND  MA¬ 
CHINES  ON  THE  OLD  WESTERN  FRONTIER.  By  Otis  E. 
Young,  Jr.  Norman,  The  University  of  Oklahoma  Press,  1976.  Pp.  xii 
-f  196.  $9.95. 

Reviewed  by  Ronald  C.  Brown 
Assistant  Professor  of  History 
Southwest  Texas  State  University 

The  Trans-Mississippi  mining  industry  has  received  increased  scholarly 
attention  in  the  last  two  decades.  Russell  Elliott,  William  Greever,  W. 
Turpentine  Jackson,  Richard  Lingenfelter,  Rodman  Paul,  Duane  Smith, 
and  Clark  Spence  have  re-examined  its  rushes,  investors,  labor  orga¬ 
nizations,  mining  camps,  applied  technology,  and  even  engineers.  Both 
C.  L.  Sonnichsen  and  Otis  E.  Young,  Jr.,  have  contributed  to  this  grow¬ 
ing  body  of  literature  and  here  offer  additional  monographs.  Their 
works  follow  persistent  trends  in  Western  historical  writing  —  namely, 
economic  biography  and  descriptive  technical  and  social  history. 

Sonnichsen’s  Colonel  Greene  and  the  Copper  Skyrocket  is  a  biography 
of  William  Cornell  Greene,  which  follows  Greene’s  career  as  entrepeneur, 
rancher,  and  promoter.  Attempting  “to  set  the  record  straight  and  tell  the 
facts  about  what  happened  to  Will  Greene  before,  during,  and  after 
his  remarkable  ride  on  the  Copper  Skyrocket”  (x),  C.  L.  Sonnichsen 
focuses  upon  Greene’s  business  enterprises  and  activities,  his  genial  and 
persuasive  personality,  and  his  role  in  the  Gananea,  Sonora,  Mexico, 
labor  strike  of  1906,  subsequently  a  cause  celdbre  for  the  revolutionists 
of  1910.  Avowedly  a  sympathetic  revisionist,  he  sees  Greene  in  the 
familiar  stereotype  of  the  “frontiersman  to  the  end  —  a  man  looking  for 
new  country  and  new  challenges,  a  lone  fighter  pitting  his  strength 
against  nature  and  hostile  human  beings”  (268).  Thus,  “Col.”  Greene 
emerges  as  an  honest,  hard-working  and  independent  visionary,  flawed 
only  by  his  own  unbridled  optimism. 

^nnichsen  devotes  the  vast  majority  of  the  book  to  describing 
Greene’s  ventures  in  Gananea,  southern  Arizona  and  southwestern 
Texas,  and,  in  the  process,  establishes  the  socio-economic  unity  of  this 
region  during  the  early  twentieth  century.  As  president  and  principal 
promoter  of  the  Gananea  Consolidated  Copper  Company  (4  C’s),  Greene 
divided  his  time  between  New  York  City,  with  its  outdoor  securities 
market,  and  his  companies  in  Mexico  and  the  Southwest.  Operating 
continuously  at  the  brink  of  financial  disaster,  he  possessed  an  excellent 
copper  mine  and  a  passion  for  expansion  and  diversification,  but  lacked 
adequate  capital.  Involved  periodically  with  William  Rockefeller,  Marcus 
Daly,  H.  H.  Rogers,  Thomas  W.  Larson,  Henry  Huntington,  John  Gates, 
Edwin  Hawley,  Thomas  F.  Cole  and  John  D.  Ryan,  “he  found  that 
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unceasing  vigilance  was  the  price  of  mere  survival”  (91).  Combining 
strategic  financial  support  with  provocative  prospecti,  repeated  issues  of 
new  stock,  premature  dividends,  and  careful  juggling  of  receipts  and 
capital  to  pay  expenses,  he  managed  to  press  development  while  staving 
ofi  efforts  at  reorganization  and  consolidation. 

On  June  1,  1906,  the  Mexican  laborers  at  Cananea  struck  the  4  C’s 
demanding  a  five-peso  daily  wage  and  an  eight-hour  workday.  Com¬ 
plicated  by  the  ideological  issues  of  Mexican  nationalism  and  smoldering 
resentment  of  the  Diaz  regime,  the  strike  produced  shock  waves  that 
threatened  Greene’s  empire.  It  disrupted  his  carefully  balanced  credit 
system;  fostered  uncertainty  about  Mexican  investments  and,  especially, 
his  companies;  and  precipitated  indirectly  the  formation  of  a  new  holding 
company,  Greene  Cananea  Copper  Company,  o\'er  which  Greene  had 
little  control.  On  February  15,  1907,  the  forces  of  Cole  and  Ryan 
stripped  Greene  of  all  responsibility,  and  he  resigned. 

Based  solidly  upon  existing  manuscripts,  newspapers,  periodicals,  and 
extensive  interviews  with,  and  letters  from,  Greene’s  contemporaries, 
this  study  adds  to  our  knowledge  of  \V.  C.  Green  and  his  affairs,  present¬ 
ing  clear,  balanced  portraits  of  Greene,  Albert  Fall,  Thomas  Larson 
and  others  who  figured  in  Greene’s  meteoric  career.  The  book  is  less 
successful  in  its  presentation  of  Greene’s  complex  financial  mancuverings. 
Whether  this  stems  from  Sonnichsen’s  basic  .sympathy  for  Greene  and 
his  problems  and  plans,  or  results  from  inadeejuate  documentary  evi¬ 
dence  is  unclear.  Inclined  to  exonerate  Greene,  he  dismisses  charges 
that  Greene  was  a  “financial  ignoramus”  by  arguing  “that  he  had  to 
know  what  he  was  doing  most  of  the  time  in  order  to  survive  as  long  as 
he  did”  (104,  105).  Similarly,  since  Greene  had  worked  as  a  miner  in 
Tiger,  Arizona,  he  labels  him  a  “practical  mining  man”  (67). 

While  Sonnichsen  seeks  to  correct  the  mistaken  interpretations  of 
other  historians,  three  separate  references  to  Marvin  Bernstein’s  work 
were  not  in  my  copy  of  The  Mexican  Mining  Industry,  1890-1950  (pp. 
212-13,  261,  295n).  Sonnichsen  has  provided  a  revisionist  view  of 
Greene  and  his  “master  plan”  for  northern  Mexico;  this  book  refutes 
certain  myths  and  forces  a  partial  reassessment  of  this  intriguing 
Westerner. 

Otis  E.  Young,  Jr.,  shifts  the  focus  from  the  entrepeneur  to  the  mines 
and  miners.  Described  as  a  “companion  volume”  to  his  earlier  Western 
Mining,  Black  Powder  and  Hand  Steel  is  actually  Young’s  third  effort 
to  discuss  the  mechanics  and  technology  of  mining,  and  to  recapture 
the  vanished  world  of  the  laboring  hard-rock  miners.  The  book  is 
loosely  organized  around  mining  in  the  American  West,  but  includes 
vignettes  on  the  histories  of  blasting  powder,  hoisting  machinery  from 
ladders  to  steam-powered  cages,  and  Gomish  pumps.  Three  of  his  eight 
chapters  discuss  the  problems  of  prospecting,  with  consideration  given 
both  silver  and  gold  seekers,  as  well  as  an  entire  chapter  on  their  faithful 
burros  —  “desert  canaries.”  Specifically,  he  retells  the  discovery  tales 
of  Mason,  Regan,  Long,  and  Gopeland  of  Arizona’s  Silver  King  Mine; 
Tabor,  Rische,  Hock,  Stevens,  and  Wood  of  Leadville;  Schieffelin  of 
Tombstone;  Wickenburg  of  Arizona’s  Vulture  Mine;  Womack  and  Strat- 
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ton  of  Cripple  Creek;  Butler  of  Tonopah;  Stimler  and  Marsh  of  Nevada’s 
Grandpa  District;  and  Myers  and  Hart  of  Goldfield. 

Apparently  offered  in  homage  of  Western  miners,  who  “were  highly 
skilled  artisans,  proud  of  their  admirable  profession  and  much  given  to 
talking  about  it”  (vii).  Black  Powder  lacks  a  central  theme  or  thesis. 
Its  purpose  is  to  provide  additional  information  about  the  men  and 
machines  that  shaped  the  mining  West.  Young  writes  clearly  about  the 
miners’  attire,  implements,  and  working  day.  His  description  of  the 
operations  of  Cornish  pumps  and  their  adaptation  to  the  peculiar  needs 
of  the  American  West  will  interest  anyone  concerned  with  technology, 
mining,  or  the  frontier  experience.  However,  Young’s  familiarity  with 
the  technical  aspects  of  machinery  and  geology  leads  him  into  complex 
definitions  that  will  confound  those  not  interested  in  the  finer  points  of 
technology  and  mining. 

The  book  is  based  primarily  upon  printed  primary  and  secondary 
sources,  although  Young  lists  several  interviews,  and  notes  that  “for 
otherwise  undocumented  quotations  and  anecdotes  I  am  indebted  to  my 
associate  Robert  Lenon,  P.E.,  of  Patagonia,  Arizona”  (175,  n.  20). 
However,  even  in  his  coverage  of  the  secondary  literature.  Young  omits 
several  important  works  —  Rocky  Mountain  Mining  Camps  and  Horace 
Tabor,  written  by  Duane  A.  Smith,  and  “Industrial  Revolution  in  the 
West:  Hard-Rock  Miners  and  the  New  Technology,”  by  Mark  Wyman. 
Certainly  a  close  reading  of  Smith’s  biography  would  have  prevented  yet 
another  rendition  of  the  alleged  significance  of  a  bottle  of  whisky  in  the 
discovery  of  the  Little  Pittsburgh  Mine  (73-74). 

Even  more  distressing  is  the  enormous  amount  of  repetition  from 
Young’s  earlier  Western  Mining.  Appro.ximately  50  per  cent  of  the  index 
listings  (109/210)  found  in  Black  Powder  are  also  found  in  Western 
Mining.  Many  topics  discussed  in  Western  Mining  reappear  in  Black 
Potvder,  often  with  similar  or  identical  phrasing.  Young’s  book  is  gen¬ 
erally  clearly  written  and  often  witty,  but  a  sometimes  strident  attempt 
to  write  colorful  and  distinctive  prose  produces  occasional  confusion  and 
detracts  from  his  conclusions.  balance.  Young’s  monograph  provides 
an  excellent  discussion  of  certain  technical  aspects  of  mining.  It  con¬ 
tains  excellent  illustrations,  four  pages  of  color  plates,  and  a  very  selective 
map  of  mining  camps  of  the  West. 

•  •  • 

FREEDMEN,  PHILANTHROPY,  AND  FRAUD:  A  HISTORY  OF 
THE  FREEDMAN’S  SAVINGS  BANK.  By  Carl  R.  Osthaus.  Urbana. 
University  of  Illinois  Press,  1976.  Pp.  257.  $10.95. 

Reviewed  by  Alan  L.  Olmstead 
Associate  Professor  of  Economics 
University  of  California,  Davis 

Professor  Carl  R.  Osthaus  recounts  one  of  the  tragic  episodes  in  the 
annals  of  American  business  history.  As  the  Civil  War  drew  to  an  end, 
a  group  of  northern  philanthropists,  possessed  of  a  zeal  reminiscent  of 
that  underlying  the  founding  of  the  first  American  mutual  savings  banks 
some  45  years  earlier,  set  out  to  found  savings  banks  for  ex-slaves.  In 
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1865  these  individuals  received  a  federal  charter  incorporating  the 
Freedman’s  Savings  and  Trust  Company.  The  company  differed  from 
other  mutual  savings  banks  in  two  important  respects.  First,  it  held  a 
federal,  as  opposed  to  a  state,  charter.  This  distinction  provided  the 
basis  for  establishing  branches  throughout  the  South  as  well  as  in  some 
of  the  larger  urban  centers  of  the  North.  By  the  end  of  1865,  there 
were  already  ten  branches  in  operation,  and  at  the  peak  of  the  bank’s 
business  in  1873  the  bank  had  thirty -four  branches,  all  directed  from  a 
central  office  in  Washington,  D.C.  Second,  its  trustees  (all  whites  at  the 
outset)  were  drawn  from  five  northern  states  and  did  not  include  a  single 
local  citizen.  (The  intent  of  Congress  was  that  the  bank  would  be 
located  in  the  nation’s  capital.)  This  guaranteed  that  the  trustees  as  a 
group  would  have  little  knowledge  of,  and  much  less  control  ov'er  the 
formulation  of,  day-to-day  policy. 

From  the  start,  the  bank’s  affairs  were  marred  by  shenanigans  and 
incompetence  that  would  have  the  markings  of  a  grade  B  slapstick 
movie,  were  it  not  for  the  heartbreaking  ending.  The  specific  bill 
signed  by  President  Johnson  had  not  been  passed  by  both  Houses  of 
Congress.  Eminent  trustees  resigned,  apparently  because  they  had  not 
been  asked  to  ser\'e  and  had  not  agreed  to  do  so.  (In  one  case  the 
resignation  was  rejected!)  Accountants  and  cashiers  knew  little  or 
nothing  about  banking  or  bookkeeping.  The  bank’s  founder  and  one  of 
its  presidents,  favorably  described  as  a  financial  nincompoop,  founded 
new  branches  with  the  abandon  with  which  a  religious  zealot  might 
found  new  missions  on  the  eve  of  the  second  coming.  The  bank  was  in 
the  red  from  the  start  and  too  impoverished  to  hire  competent  ac¬ 
countants,  yet  its  management  spent  lavishly  on  buildings  and  furnishings. 

The  situation  worsened  in  1867  when  a  couple  of  “financial  heavies” 
were  elected  as  trustees.  One,  none  other  than  Henry  Cooke  (Jay’s 
brother),  gained  the  reins  of  the  investment  committee  (money  from 
all  branches  was  sent  to  Washington)  and  within  a  few  years  he  and  a 
few  cronies  began  to  fleece  the  operation.  At  the  same  time  that  the 
big  thieves  were  looting  the  central  office  a  host  of  petty  crooks  and 
embezzlers  appeared  at  several  branches.  In  1873  the  panic  and  sub¬ 
sequent  investigations  exposed  the  fiasco  and  many  important  white 
trustees  deserted  leaving  it  to  blacks  to  administer  the  coup  de  grace. 
This  unsavory  task  fell  on  the  shoulders  of  Frederick  Douglass,  who 
assumed  the  presidency  of  the  bank  in  March  of  1874.  The  bank,  in  a 
state  of  total  disarray,  closed  its  doors  permanently  on  July  2,  1874, 
striking  a  devastating  financial  and  psychological  blow  to  the  black 
community.  After  considerable  delay  and  investigation,  its  depositors 
received  up  to  62  per  cent  of  their  principal  in  five  payments  staggered 
between  1875  and  1883. 

My  generally  favorable  impression  of  this  book  is  dampened  some¬ 
what  by  Osthaus’  failure  to  give  adequate  attention  to  Walther  L. 
Fleming’s  1927  book  on  the  same  subject.  The  two  books  have  similar 
skeletons  and  numerous  long  passages  cover  nearly  identical  ground, 
although  Osthaus  laces  his  account  with  more  detail  drawn  from  per¬ 
sonal  and  company  papers,  and  he  provides  considerably  more  informa¬ 
tion  on  the  personalities  involved  and  the  social  milieu  of  the  day. 
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Without  making  an  item  by  item  comparison,  my  reading  is  that  Osthaus’ 
major  interpretations  and  conclusions  are  also  generally  consistent  with 
Fleming’s.  Given  the  similarity  between  the  two  books,  it  would  have 
been  helpful  if,  at  the  outset  and  as  needed  throughout  the  book, 
Osthaus  had  explicitly  contrasted  his  and  Fleming’s  interpretations,  but 
such  a  juxtaposition  appears  only  once  on  page  163,  which  incidently 
is  the  first  reference  to  Fleming.  A  more  explicit  comparison  of  Fleming 
might  have  helped  clear  up  a  few  factual  errors.  For  example,  a  check 
of  the  documents  cited  by  Osthaus  shows  that  his  assertion  (5)  that  the 
Senate’s  original  bill,  which  contained  no  provision  limiting  the  corpora¬ 
tion  to  Washington,  D.C.,  became  law  is  incorrect.  Fleming  correctly 
notes  that  the  law  contained  such  a  limiting  provision  (26-27).  These 
criticisms  notwithstanding,  I  am  confident  that  most  readers  of  this 
journal  will  find  Osthaus’  work  both  enjoyable  and  informative. 

O  O  • 

THE  BUSINESS  CAREER  OF  MOSES  TAYLOR:  MERCHANT, 
FINANCE  CAPITALIST,  AND  INDUSTRIALIST.  By  Daniel  Ho- 
das.  New  York,  New  York  University  Press,  1976.  Pp.  xvi  -f  356. 
$17.50 

Reviewed  by  Arthur  M.  Johnson 
A.  &  A.  Bird  Professor  of  History 
University  of  Maine,  Orono 

Business  biopraphy  is  always  interesting  because  it  personalizes  deci- 
sion-inakinp;  it  also  may  shed  lipht  on  the  developments  tliat  have 
shaped  oiir  nation.  The  Carnepie,  Rockefeller,  and  Morpan  stories,  for 
example,  have  lonp  been  staples  of  American  business  hi.story.  In  this 
book  Daniel  Hodas  introduces  us  to  one  of  their  c'ontemporaries,  Mo.ses 
Taylor,  who  was  a  lesser  but  nonethele.ss  important  business  fipure  of  the 
nineteenth  century. 

Taylor’s  business  career  spanned  the  key  decades  from  the  1830s  to 
the  1880s.  In  that  half  century  he  passed  successively  throuph  the  roles 
of  merchant,  financial,  and  industrial  capitalist.  Readers  familiar  with  the 
period  and  the  business  careers  of  such  figures  as  John  M.  Forbes  of 
Boston  and  Erastus  Corning  of  Albany  will  find  the  similarities  with 
Taylor’s  business  practices  and  investment  strategies  to  be  striking. 

Taylor,  whose  operations  were  conducted  from  New  York  City,  helped 
to  confirm  that  city’s  preeminence  as  the  financial  center  of  the  country. 
Although  Taylor’s  obituaries  hailed  him  as  a  self-made  man,  he  was  not 
handicapped  by  the  fact  that  his  father  had  been  an  agent  of  John  Jacob 
Astor.  Starting  in  the  Cuban  sugar  trade,  he  gradually  diversified  his 
business  interests  and  investments.  In  1837  he  began  an  association  with 
the  City  Bank  which  led  to  its  presidency  in  1856,  a  post  he  held  until 
he  died.  He  held  almost  comparable  power  in  the  Farmers’  Loan  and 
Trust  Company,  of  which  he  first  became  a  director  in  1843. 

In  1842  Taylor  withdrew  $200,000  from  his  busine.s.s  and  began  an 
investment  program  that  carried  him  into  a  variety  of  strategic  invest¬ 
ments  in  American  growth  over  the  ne.\t  four  decades.  One  of  his  early 
interests  was  New  York  City  real  estate  and  local  gas  companies,  where 
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he  first  used  his  influence  to  “rationalize”  competition.  By  the  inid-1850s 
he  was  deeply  involved  with  Pennsylvania  anthracite  coal  lands  and  the 
railroads  that  served  them,  notably  the  Delaware,  Lackawanna  and  West¬ 
ern.  Taylor’s  typical  procedure  was  to  take  a  well-secured  initial  interest 
and  then  expand  it,  exercising  increasing  control  to  protect  his  invest¬ 
ment.  His  position  was  typically  further  solidified  by  supplementary  and 
complementary  investments,  each  benefiting  the  others  as  much  as  possible. 

Starting  with  the  DL  &  W,  Taylor  envisioned  expansion  from  a  local 
coal-carrying  road  to  a  general  freight  line  between  New  York  City  and 
the  Great  Lakes.  In  this  role  he  became  clo.sely  associated  with  James 
F.  Joy,  whom  Boston  developmental  investors  accused  of  betraying  their 
confidence.  In  Hodas’s  interpretation,  the  reverse  was  true. 

Taylor  was  a  major  source  of  capital  for  a  variety  of  undertakings, 
ranging  from  steamboats  and  the  Atlantic  Cable  to  the  Michigan  Central 
Railroad.  He  was  eventually  forced  to  give  up  his  dream  for  the  DL  & 
W  and  surrendered  his  system  to  Cornelius  Vanderbilt.  After  the  Civil 
War,  in  which  he  played  an  important  financing  role,  his  railroad  inter¬ 
ests  shifted  to  the  South.  He  was  also  associated  with  industrial  ventures, 
one  of  the  most  important  involving  the  nation’s  largest  zinc  producer. 
Reflecting  the  clo.se  ties  between  Taylor’s  interests,  its  output  of  spiege- 
leisen  was  used  by  Taylor’s  iron  and  steel  works,  which  in  turn  supplied 
rails  to  roads  in  which  he  held  an  interest. 

Unque.stionably  Taylor  was  a  very  able  and  successful  businessman. 
Whether  he  was  the  “super-entrepreneur”  of  Werner  Sombart’s  terminol¬ 
ogy,  as  the  author  suggests,  seems  more  questionable.  Like  most  of  liis 
contemporaries,  Taylor  acted  to  further  his  own  interests,  saw  no  conflict 
in  serving  them  on  both  sides  of  a  business  deal,  and  applied  flexible 
standards  of  accountability  depending  on  who  was  involved  in  a  given 
situation.  Daniel  flodas  faithfully  records  these  characteristics  and  treats 
them  sympathetically,  perhaps  too  much  so.  Basically,  however,  Taylor 
emerges  as  a  conservative,  methodical,  and  responsible  capitalist,  whose 
judgment  of  both  men  and  situations  plus  his  strategic  position  in  the 
New  York  financial  center  brought  him  power  and  profit.  At  the  same 
time  he  contributed  to  the  transformation  of  the  American  economy  and 
centralization  of  financial  control  with  associated  managerial  forms. 

The  author  has  rescued  Moses  Taylor  from  an  undeserved  obscurity. 
Business  historians  and  those  interested  in  the  process  by  which  business 
decisions  moved  from  the  personal  to  the  institutional  will  find  this  lM)ok 
both  interesting  and  informative. 

O  «  « 

THE  MEGACORP  AND  OLIGOPOLY:  MICRO  FOUNDATIONS 
OF  MACRO  DYNAMICS.  By  Alfred  S.  Eichaer.  New  York,  Cam- 
bridge  University  Press,  1976.  Pp.  xiii  -|-  365.  $24.95. 

Reviewed  by  Jesse  W.  Markham 
Charles  Wilson  Professor  of 
Business  Administration 
Harvard  University 

In  this  very  ambitious  treatise  Alfred  Eichner  takes  as  his  point  of 
departure  two  propositions  on  which  economists  are  in  general  agreement: 
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(1)  the  microecx)nomic  models  of  oligopoly’  are  much  too  simplistic  to 
provide  reliable  explanatory  hypotheses  for  the  behavior  of  modem  in¬ 
dustrial  markets;  and  (2)  the  logical  interconnections  between  microeco¬ 
nomic  and  macroeconomic  theory  have  yet  to  be  satisfactorily  developed. 
Since  a  large  proportion  of  the  microeconomy  may  be  broadly  defined 
as  oligopolistic  in  character  (Eichner  cites  an  authoritative  source  cal¬ 
culating  it  to  be  two-thirds  for  the  United  States),  these  deficiencies 
constitute  enormous  gaps  in  our  understanding  of  the  economy’s  operative 
mechanics  and,  in  turn,  explain  why  our  policies  for  maintaining  ecxmomic 
growth,  full  employment,  and  price  stability  have  been  decidedly  less 
than  a  resounding  success. 

Eichner  rejects  contemporary  models  of  oligopoly  on  two  grounds. 
First,  since  oligopolists  typically  have  plants  with  designed  capacity  in 
excess  of  their  current  rate  of  output,  and  since  the  industry  demand 
schedule  at  the  prevailing  price  that  clears  this  output  rate  is  usually 
inelastic,  price  is  indeterminate  —  it  is  impossible  for  such  firms  to  equate 
marginal  cost  and  marginal  revenue  as  required  in  conventional  profits 
maximization  models.  Secxmd,  since  the  demand  schedule  confronting 
any  single  oligopolist  depends  on  the  price  and  output  of  its  rivals,  this 
interdependency  introduces  an  additional  source  of  indeterminancy. 
Eichner  therefore  a)ncludes  that  the  Chamberlin-Robinson  model  and  its 
derivatives,  ba.sed  as  they  are  on  equating  marginal  revenue  with  mar¬ 
ginal  costs,  are  irrelevant  to  the  oligopolistic  .sector  of  the  American 
ec'onomy. 

To  remedy  these  deficiencies  Eichner  reformulates  the  price  equation 
for  the  megacorp  (shorthand  for  the  modern  large  corporation),  relating 
price  to  intertemporal  revenue  flows  instead  of  to  shortrun  profits.  The 
key  to  this  relationship  is  the  “cx)rporate  levy,”  which  he  defines  as  the 
amount  of  funds  available  to  the  megacorp  from  internal  sources  to 
finance  investment  expenditures.  The  corporate  levy  includes  the  flow  of 
revenues  that  accrue  to  the  c'orporate  organization  and  that  its  managers 
manage  —  retained  earnings,  depreciation  allowances,  and  outlays  on  ad¬ 
vertising  and  research  and  development.  It  explicitly  excludes  the  por¬ 
tion  of  profits  paid  out  to  stockholders  as  dividends  on  the  grounds  that 
to  the  megacorp  such  payments  are  scarcely  distinguishable  from  interest 
or  debt.  The  relevant  price  equation  thus  becxnnes  (57) : 


P  =  A\'C  + 


FC  +  CL 
SOR.  ERG 


where  P  —  absolute  price;  AVC  =  Average  variable  costs;  FC  =  Fixed 
charges;  CL  =  Corporate  levy;  SOR  =  Standard  operating  ratio;  and 
ERC  =  Engineer-rated  capacity. 

This  price  equation,  Eichner  argues,  explains  much  contemporary  price 
behavior  that  has  been  viewed  as  anomalous  to  conventional  profits- 
maximizing  models.  For  example,  we  have  been  led  to  expect  price  re¬ 
ductions  to  accompany  a  decline  in  demand,  and  our  monetary  and  fiscal 
policies  have  been  erected  on  this  assumption.  We  need  no  longer  be 
surprised  that  such  anti-inflationary  policies  do  not  accomplish  the  ex¬ 
pected  results.  The  megacorp,  operating  with  a  long-term  time  horizon, 
may  not  alter  its  corporate  levy  under  short-run  changes  in  demand. 
Hence,  in  Eichner’s  equation,  if  the  magnitude  of  all  other  variables 
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remains  the  same,  a  decline  in  demand  increases  the  price  component 
PC’  -I-  d 

^  ~  .  Since  the  AVC  component  is  assumed  to  be  constant  ov^er 

SOR.  RRC 

wide  ranges  of  output,  anti-inflationary'  measures  in  the  form  of  reduced 
aggregate  demand  throughout  the  economy  may  well  have  the  perverse 
effects  with  which  we  have  become  all  too  familiar  —  price  levels  con¬ 
tinue  to  rise  when  we  expect  them  to  decline. 

Again,  under  conventional  models  we  expect  economic  growth  to  re¬ 
ward  consumers  with  the  decline  in  prices  associated  with  scale  econ¬ 
omies  and  technological  change.  But  in  Eichner’s  model  corporate  growth 
requires  larger  corporate  levies  to  provide  the  required  internally  gener¬ 
ated  revenues.  This,  when  combined  with  the  fuller  exercise  of  monopoly 
power  in  the  hands  of  large  labor  unions  in  periods  of  eronomic  growth, 
may  well  explain  the  inflation  that  has  bedeviled  the  Western  world  for 
more  than  a  quarter-century. 

The  policy  implications  of  this  provocative,  discrete  break  with  the 
Marshallian  and  Keynesian  economics  that  have  provided  the  foundations 
for  modern  economic  science  are  immense.  The  important  economic  ob¬ 
jectives  of  full  employment,  stable  prices  and  optimum  growth  depend 
not  on  Keynesian  policy  prescriptions  superimpo.sed  on  supply-demand 
detei-mined  prices  in  a  milieu  of  representative  c'ompetitive  firms,  but  on 
the  decisions  of  megacorp  managers  and  large  labor  unions.  Since  the 
corporate  levy  is  a  function  of  economic  growth,  it  can  be  governed  by  a 
public  policy  of  optimum  growth.  There  would  remain  the  problem  of 
how  to  re.solve  the  conflict  between  management  and  labor,  and  this 
requires  a  national  wage  policy.  Eichner  concludes,  “what  this  amounts 
to  is  a  form  of  indicative  planning  .  .  .  ;  with  broad  agreement  reached 
as  to  what  the  secular  growth  rate  should  be,  the  determination  of  the 
national  incremental  wage  pattern  would  no  longer  need  to  involve 
simply  a  power  struggle  between  megacorps  and  trade  unions”  (278). 

To  return  to  Eichner’s  point  of  departure,  it  is  clear  that  he  has  been 
more  successful  in  integrating  microeconomic  and  macroeconomic  theory 
than  in  providing  a  more  operational  theory  of  oligopolistic  behavior.  He 
passes  rather  lightly  over  the  question  of  rivalrous  interdependence  by 
suggesting  that  the  largest  or  most  efficient  megacorp  in  a  given  industry 
will  .set  the  price  consistent  with  its  ex  ante  corporate  levy,  which  in 
effect  presents  all  its  rivals  with  an  offer  they  can’t  refu.se.  But  this  ig¬ 
nores  the  diverse  patterns  of  oligopoly  one  observes  in  the  numerous 
studies  of  oligopolistic  industries.  His  model,  distinguishable  from  con¬ 
ventional  price-leadership  models  largely  in  the  substitution  of  the  cor¬ 
porate  levy  for  joint-profits  maximization,  does  not  quite  square  with 
either  the  trend  toward  greater  debt  financing  by  the  stable  capital  in¬ 
tensive  industries  such  as  steel,  or  the  un.stable  intensive  price  competition 
in  mini-calculators  that  reduced  average  price  from  $250  to  $19.95  in 
the  course  of  five  years.  Others  have  recently  sought  to  explain  diverse 
patterns  of  behavior  in  terms  of  the  asymmetry  among  rivals,  and  have 
found  Eichner’s  megacorps  much  less  given  to  peaceful  tacit  agreements 
on  the  size  of  the  corporate  levy  than  his  model  assumes. 

Caveats  such  as  this  aside,  Eichner  has  produced  an  extraordinarily 
thoughtful  and  skillfully  executed  theoretical  treatise  on  modern  corporate 
society.  Readers  will  inevitably  date  many  of  his  empirical  observations 
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and  policy  prescriptions  back  to  Galbraith’s  The  New  Industrial  State, 
but  this  makes  the  treatise  no  less  original.  The  theoretical  models  incor¬ 
porate  much  of  what  is  known  about  contemporary  corporate  behavior 
and  provide  others  with  much  on  which  to  build.  Economic  theorists, 
students  of  public  policy  and  economic  historians  will  find  the  book  of 
special  intere.st.  Those  not  trained  in  economics  will  find  the  technical 
analysis  difficult  but  not  impossible  to  digest. 

0  «  • 

DID  MONETARY  FORCES  CAUSE  THE  GREAT  DEPRESSION? 
By  Peter  Temin.  New  York,  W.  W.  Norton  &  Company,  1976.  Pp.  xiii 
+  201.  $8.95,  cloth;  $2.95,  paper. 

Reviewed  by  George  D.  Green 
Associate  Professor  of  History 
University  of  Minnesota 

For  many  years  the  prevailing  interpretations  of  the  causes  of  the 
193()s  depression  relied  on  simple  Keynesian  models  emphasizing  the 
evils  of  balanced  budgets  and  underconsumption,  plus  Galbraithian  com¬ 
plaints  about  bad  institutional  structures.  Since  the  appearance  in  1963 
of  Milton  Friedman  and  Anna  Schwartz,  A  Monetary  History  of  the 
United  States,  1867-1960,  a  growing  number  of  historians  have  simply 
added  failure  of  monetary  policy  alongside  failure  of  fiscal  policy  in  their 
list  of  causes.  They  have  generally  not  accepted  Friedman’s  claim  that 
the  roughly  25  per  cent  reduction  of  the  money  supply  (1929-1933) 
was  the  single  primary  independent  variable  causing  the  depression,  but 
neither  have  they  weighed  its  importance  relative  to  other  factors. 

Peter  Temin  has  written  an  important  monograph  in  which  he  not  only 
challenges  Friedman’s  “money  hypothesis,’’  but  also  sharply  criticizes 
many  features  of  the  conventional  Keynesian  “spending  hypothesis.”  He 
reviews,  translates,  and  evaluates  several  of  the  recent  econometric  simu¬ 
lation  studies  of  the  depression,  but  finds  no  satisfying  answers  there 
either.  He  offers  a  few  hints  of  the  causes  he  believes  were  most  impor¬ 
tant,  but  his  main  conclusion  is  agnostic:  that  we  have  not  and  perhaps 
cannot  develop  complex  models  and  sufficient  data  to  di.scriminate  de¬ 
cisively  among  the  many  competing  explanatory  hypotheses.  Temin  has 
tried  hard  to  make  his  argiiment  “accessible  to  readers  with  only  a  knowl¬ 
edge  of  undergraduate  ec'onomics”  (xii).  Historians  will  find  this  book 
more  difficult  than  his  previous  Norton  essay  on  The  Jacksonian  Econ¬ 
omy,  but  the  issues  here  are  intrin.sically  more  complex  and  technical. 

Temin  convincingly  expo.ses  the  limitations  of  Friedman’s  “money 
hypothesis.”  The  money  stock  was  not  an  independent  variable  whose 
varying  supply  dictated  the  level  of  GNP.  Changes  in  the  quantity  of 
money  were  more  the  result  of  declining  demand  for  money  (due  to  de¬ 
pressed  income)  than  of  restricted  supply.  The  banking  crisis  of  1930 
was  more  a  result  than  a  cause  of  declining  national  income.  There  is  no 
evidence  (in  short-term  interest  rates,  credit  rationing,  or  flows  of  funds) 
of  effective  monetary  restraint  between  October  1929  and  the  fall  of 
1931.  lntere.st  rates  did  rise  on  some  corporate  and  government  bonds, 
but  this  reflected  rising  ri.sk  premiums  rather  than  a  general  “scramble 
for  liquidity,”  as  Friedman/Schwartz  believed. 
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while  rejecting  Friedman’s  “money  hypothesis,”  Temin  definitely  does 
not  revert  to  the  primitive  Keynesian  view  that  “money  did  not  matter.” 
He  affirms  that  Federal  Reserve  monetary  restraint  in  1928-1929  and 
after  the  European  monetary  crisis  in  fall  1931  did  depress  national 
income.  He  also  effectively  criticizes  nearly  all  the  Keynesian  ec'onomet- 
ric  models  for  their  inadequate  specifications  of  the  financial  sector  and 
potential  channels  of  monetary  influence  (whether  Fed  policy  initiated 
or  not). 

Temin’s  examination  of  the  Keynesian  “spending  hyi>othesis”  for  non¬ 
monetary  causes  of  the  severe  decline  from  October  1929  to  fall  1931 
is  less  searching  and  less  conclusive.  He  shows  that  the  stock  market 
crash  had  only  a  modest  impact  on  consumer  spending  (via  wealth  ef¬ 
fects)  and  that  expectations  did  not  turn  sour  until  the  fall  of  1930  (but 
before  the  banking  crisis).  But  he  detects  an  unexplained  $3  billion 
reduction  in  tx)nsumer  spending  during  that  year.  The  old  liberal  “mal¬ 
distribution”  theory  is  dismissed  in  a  single  paragraph.  Only  three  pages 
are  devoted  to  the  sharp  drop  in  American  exports  despite  the  fact  that 
Temin  believes  they  miglit  explain  25-30  per  cent  of  the  total  drop  in 
GNP.  He  proves  with  great  care  that  the  European  monetary  crisis  was 
largely  independent  of  American  causes,  but  devotes  no  comparable 
effort  to  testing  the  interdependence  of  European  and  American  income 
and  trade  flows.  The  drastic  35  per  cent  drop  (1929-1930)  in  invest¬ 
ment  spending  (vs.  5  per  cent  in  consumption)  is  deemphasized  because 
it  is  not  “unusual”  when  compared  to  the  1920-1921  and  1937-1938 
recessions.  The  drop  in  housing  investment  is  rightly  shown  to  be  sub¬ 
stantially  endogenous,  related  to  falling  income  (which  delays  new  fam¬ 
ily  formations).  Some  readers  will  undoubtedly  wish  to  emphasize  the 
influence  of  declining  export  and  investment  spending  more  than  Temin 
has,  and  to  explore  their  causation  more  thoroughly.  It  is  a  slight  shock 
to  see  the  failure  of  investment  spending  after  fall  1930  explained  just 
as  Andrew  Mellon  would  have  wished:  “businessmen  lost  the  confidence 
that  underlies  private  investment”  (172).  Yet  Temin  has  done  more 
than  other  writers  to  consider  and  describe  changing  expectations,  clever¬ 
ly  measuring  them  through  changing  bond  ratings  of  the  risk  of  business 
failures,  and  showing  the  serious  problems  they  pose  for  econometric 
model-builders  because  unobservable  variables  (such  as  expectations) 
and  unconstrained  lag  structures  can  so  easily  explain  too  much.  His 
discussion  of  the  rising  subjective  real  interest  rate  during  the  1930-1932 
price  deflation  is  brilliant;  I  accept  his  doubts  that  consumers  made  such 
subtle  calculations,  but  1  suspect  that  the  real  costs  of  deflation  very 
effectively  discouraged  business  investment.  Here  is  one  way  to  pin 
down  that  “loss  of  confidence.” 

1  think  Temin  is  right  that  no  giant  macro-econometric  model  can  ever 
magically  identify  the  causes  of  the  depression.  But  his  own  sensitive 
blend  of  such  econometric  findings  with  other  evidence  and  a  probing 
analysis  marks  a  potentially  more  fruitful  path. 

•  «  • 
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ADVOCACY  AND  OBJECTIVITY:  A  CRISIS  IN  THE  PROFES¬ 
SIONALIZATION  OF  AMERICAN  SOCIAL  SCIENCE,  1865- 
1905.  By  Mary  O.  Furner.  Lexington,  University  of  Kentucky  Press, 
1975.  Pp.  XV  +  357.  $17.50. 

Reviewed  by  Frank  Annunziata 
Associate  Professor  of  History 
Eisenhower  College 

Perhaps  the  most  significant  factor  dissipating  tlie  dominance  of  laissez- 
faire  social  thought  in  the  late  nineteenth  century  was  the  organization 
and  ideological  character  of  the  emerging  social  science  intellectual  dis¬ 
ciplines.  During  this  period  American  social  reform  modified  its  preoc¬ 
cupation  with  individualistic  moral  exhortation  and  .self-discipline  and 
revealed  an  enthusiasm  for  meliorating  the  vagaries  and  vicissitudes  of 
a  new  industrial  society  by  using  government  as  a  regulator,  an  enforcer, 
and  planner.  Indeed,  for  Brooks  Adams  the  c'oncept  of  civilization  came 
to  mean  the  centralization  achieved  by  scientific,  educational,  and  admin¬ 
istrative  efficiency. 

The  new  intellectual  Progressivism  was  primarilv  and  substantively 
rooted  in  the  work  accomplished  in  economics,  sociology,  law,  and  polit¬ 
ical  science.  And  its  institutional  dimension  —  the  welfare  state  —  re¬ 
flected  the  absorption  of  nineteenth-century  reform  traditions  (moral 
rectitude  and  stewardship)  and  their  fusion  with  science  and  engineering 
models  and  industrial  and  military  organizational  models  for  social  recon¬ 
struction.  A  managerial  intellectual  cadre,  an  elite  of  experts,  would  not 
disrupt  property  relations  or  imperil  fundamental  structures  but  society 
would  be  given  reform  direction  by  academics  and  their  progeny  —  public 
administrators. 

Mary  Furner’s  book  examines  this  vitally  important  (juestion  about  the 
relationship  of  academics  to  Gilded  Age  .social  reform  by  considering  the 
process  of  “professionalization,”  the  ways  in  which  academic  disciplines 
handled  divisive  ideological  problems  and  the  precise  nature  of  the  in¬ 
fluence  wielded  by  the  social  sciences  from  1865  to  1905.  It  is,  au  fond, 
concerned  with  the  febrile  tension  between  “advocacy”  and  “objectivity” 
that  characterized  the  early  efforts  to  establish  new  academic  disciplines. 
It  is  an  intelligent,  rigorously  analytical  and  gracefully  written  mono¬ 
graph.  Fumer’s  immersion  in  the  numerous  manuscript  collections  of 
the  era’s  leading  social  scientists  and  her  adept  incxirporation  of  pre¬ 
viously  published  scholarship  into  the  book  give  it  an  authentically 
authoritative  and  judicious  tone. 

She  begins  with  a  consideration  of  the  American  Social  Science  Asso¬ 
ciation’s  fears  about  a  permanent  working  class  and  its  assumptions  that 
social  pathology  was  curable  by  measures  that  promoted  physical  and 
moral  health  and  that  basic  social  rearrangements  were  unnecessary.  She 
then  traces  the  conflict  between  Simon  Newcomb  and  Richard  Ely  and 
the  subtle  and  intricate  politics  that  affected  the  organization  of  the 
American  Economics  Association.  All  of  the  major  intellectual  figures 
are  studied  and  cogent  insights  into  the  nature  of  graduate  education, 
university  administration,  and  academic  freedom  are  replete.  She  is  at 
her  best,  however,  in  demonstrating  how  E.  R.  A.  Seligman  and  John 
Bates  Clark  at  Columbia,  Arthur  Hadley  and  Henry  Famam  at  Yale, 


BOOK  REVIEWS  403 


Frank  Taussig  at  Harvard,  Albion  Small  at  Chicago  and  Henry  Carter 
Adams  at  Michigan  led  the  “quiet  scholarly  advance  of  the  early  1890s 
to  take  over  leadership  of  the  (economics)  profession”  (159).  They  were 
the  new  interest  group  “within  economics  which  defined  itself  primarily 
in  neither  ideological  nor  methodological,  but  rather  in  careerist  terms” 
(160). 

While  the  book  contains  sobering  reminders  of  how  professors  were 
harassed  and  dismis.sed  for  their  opinions  and  illuminates  many  issues  in 
American  intellectual,  administrative,  and  educational  history,  readers  will 
be  more  attracted  by  the  way  she  elucidates  how  “the  tension  between 
advocacy  and  objectivity  which  characterized  the  professionalization 
process  altered  the  mission  of  social  science.  Only  rarely  did  professional 
social  scientists  do  what  no  one  else  was  better  (pialified  to  do:  bring 
expert  .skill  and  knowledge  to  bear  on  cosmic  (piestions  pertaining  to  the 
.society  as  a  whole.  Instead  studies  and  findings  tended  to  be  internal, 
recommendations  hedged  with  qualifiers,  analyses  couched  in  jargon  that 
was  unintelligible  to  the  average  citizen.  A  fundamental  con.servatism 
developed  in  the  academic  social  science  professionals,  though  conformity 
was  often  to  a  liberal  rather  than  a  conservative  consensus.  The  academic 
professionals,  having  retreated  to  the  security  of  technical  expertise,  left 
to  journalists  and  politicians  the  original  mission  —  the  comprehensive 
assessment  of  industrial  society  —  that  had  fostered  the  professionalization 
of  .social  science”  ( 324 ) . 

O  O  • 

THE  FARM  CREDIT  SYSTEM:  A  HISTORY  OF  FINANCIAL 
SELF-HELP.  By  W.  Gifford  Hoag.  Danville,  Illinois,  The  Interstate 
Printers  &  Publishers,  Inc.,  1976.  Pp.  xiv  -f  292.  $6.95. 

Reviewed  by  Martin  R.  Blyn 
Professor  of  Economics 

and  Business  Administration 
California  State  College,  Dominguez  Hills 

The  author’s  primary  intent  is  to  trace  the  history  and  accomplish¬ 
ments  of  the  cooperatively  owned  Farm  Credit  Sx  stem,  sitjce  its  inception 
in  1916.  Actually,  the  book  is  both  something  more  and  something  less 
than  a  history;  it  deals  extensively  with  the  present  day  workings  of  the 
System  as  well  as  providing  a  testimonial  to  its  achievements.  Unfor¬ 
tunately,  W.  Gifford  Hoag,  who  has  a  vast,  and  first-hand,  knowledge  of 
the  System  is  sometimes  given  more  to  eulogizing  the  System  than  to 
writing  analytical  histor>'.  This  is  not  to  say  that  Mr.  Hoag  is  never 
critical.  However,  the  book  does  lack  “depth.”  Cliometricians  and  other 
“new”  economic  historians  will  find  little  of  interest.  On  the  other  hand, 
the  book  was  not  written  for  them,  but  rather  to  provide  a  readable 
account  of  the  forces  leading  to  the  creation  of  the  several  component 
parts  of  the  Farm  Credit  System,  its  operations,  and  its  successes  in 
serving  farmers.  The  author  is  at  his  best  in  describing  the  development 
and  operations  of  the  Sy.stem.  Less  satisfactory  is  his  account  of  its 
accomplishments,  for  often  there  is  little  in  the  way  of  supportive  data  or 
analysis.  This  is  somewhat  unfortunate  since  in  a  very  real  sense  the 
work  is  dedicated  to  these  accomplishments.  Nevertheless,  the  book 
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should  be  recjuired  reading  for  students  of  American  agriculture,  of  re¬ 
cent  agricultural  history,  and  of  the  history  of  financial  institutions.  It 
should  he  of  special  interest  to  stiulents  of  the  cooperative  movement. 

After  a  very  brief  introduction  to  “What  is  the  Fann  Credit  System?” 
the  book  is  divided  into  five  parts.  The  first  provides  a  .short  di.scussion 
of  American  agriculture  with  emphasis  on  the  relationship  of  credit  to 
capital  fonnation  and  productivity.  The  second  part  deals  with  innova¬ 
tions  of  the  Farm  Credit  System  designed  to  benefit  farmers.  The  first 
of  these  involved  the  idea  of  the  Covcrnment  supplying  the  original 
etpiity  capital  for  the  System  and  providing  mechanisms  for  the  users 
(i.e.,  farmers)  to  gradually  replace  it  and  to  assume  c'ooperative  owner- 
•ship.  In  a  second  chapter,  Mr.  Hoag  describes  how  the  Farm  Credit 
System  led  in  the  development  of  the  “agency  market”  for  securities. 
Also  examined  are  a  number  of  other  pioneering  efforts  including  the  use 
of  amorti.'ed  mortgage  loans,  the  estahli.shment  of  lines  of  credit,  and  the 
early  use  of  variable  interest  rate  mortgage  loans. 

A  third  .section  covers  a  variety  of  topics  that  loosely  relate  to  the  op¬ 
erations  and  policies  of  the  System.  Topics  range  from  a  chapter  paying 
homage  to  kev  figures  in  the  life  of  the  Ssstem  to  a  two  page  discussion 
of  the  System’s  electronic  data  processing  operations.  As  one  might  ex¬ 
pect,  some  of  the  material  in  this  section  is  of  limited  interest;  however, 
there  is  much  that  is  interesting,  including  a  brief  analysis  of  the  basis 
for  property  appraisals,  and  the  shift  away  from  reliance  on  collaterial  in 
the  granting  of  loans.  The  fourth  sect  on  reviews  the  Sy.stem’s  relation¬ 
ships  with  other  instit»itions.  In  the  last  portion  of  the  book,  Mr.  Hoag 
examines  the  historical  development  of  the  Farm  Credit  System.  This, 
and  the  section  dealing  with  System  innovations,  will  doubtless  be  of 
greatest  interest  to  readers  of  this  Review. 

While  the  lx)ok  is  well-written,  it  is  poorly  organized.  The  two  page 
introduction  is  inadeciuate;  one  can  read  (juite  far  into  the  text  without 
really  understanding  the  functions  or  mission  of  certain  segments  of  the 
System.  The  last  section,  covering  the  historical  development  of  the  Farm 
Credit  System,  might  well  have  followed  the  introduction;  the  several 
chapters  of  each  of  the  five  sections  do  not  always  hang  together  very 
well;  there  is  much  repetition;  and  the  hook’s  flow  is  sometimes  marred 
by  the  inclusion  of  trivia.  But  all  this  aside,  Mr.  Hoag  has  performed  a 
vahiable  service  in  describing  an  important,  though  little  known,  com¬ 
ponent  of  our  financial  system.  And  an  important  part  it  is,  for  the  Farm 
Credit  System  provides  farmers  and  ranchers  with  more  than  one-third 
of  their  financing.  How  little  known  the  System  is,  is  perhaps  well  illus¬ 
trated  by  the  fact  that  this  reviewer  had  only  a  vague  awareness  of  the 
Farm  Credit  S\stem  prior  to  reading  this  hook,  despite  being  the  co¬ 
author  of  a  historv  of  financial  intermediaries. 

o  o  o 
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CONOCO:  THE  FIRST  ONE  HUNDRED  YEARS.  By  Continental 
Oil  Company.  New  York,  Dell  Publishing  Co.,  1975.  Pp.  238.  No  price 
given. 

REGULATING  COMPETITION  IN  OIL:  GOVERNMENT  IN¬ 
TERVENTION  IN  THE  U.S.  REFINING  INDUSTRY,  1948-1975. 
By  E.  Anthony  Copp.  College  Station,  Texas  A  6c  M  University  Press, 
1976.  Pp.  xxiv  +  280.  $14.50. 

Reviewed  by  Gerald  D.  Nash 
Profesor  of  History 
University  of  New  Mexico 

As  the  oil  industry  in  the  United  States  matured  in  the  course  of  the 
twentieth  century,  many  of  its  leaders  became  increasingly  conscious  of 
its  history.  Thus  after  World  War  II  many  major  integrated  petroleum 
companies  as  well  as  the  American  Petroleum  Institute  encouraged  or 
even  sponsored  company  histories.  The  character  of  these  books  varied 
considerably.  Some  were  slick  and  superficial,  produced  by  public  rela¬ 
tions  departments  of  large  corporations  and  designed  to  cultivate  a  favor¬ 
able  public  image.  Others  were  more  serious,  written  by  profe.ssional 
historians  such  as  Ralph  and  Muriel  Ilidy,  Henrietta  Larson,  Kenneth 
Wiggins  Porter,  and  others.  The  volume  on  Conoco  clearly  belongs  to 
the  coffee-table  variety.  Written  by  an  anonymous  staff,  copiously  illus¬ 
trated,  its  title  page  even  utilizes  the  slogan  emphasized  by  Conoco  in 
its  rather  supine  television  commercials:  “Ruilding  on  the  Past  for  the 
Future.” 

This  is  not  to  say  that  this  glowing  and  uncritical  account  of  Conoco ’s 
growth  is  uninteresting.  It  was  one  of  the  few  major  oil  companies  in  the 
nineteenth  century  that  were  founded  in  the  West.  Established  by  Isaac 
A.  Hlake  in  Ogden,  Utah  in  1875,  the  Continental  Oil  Company  concen¬ 
trated  on  the  marketing  of  petroleum  products  rather  than  on  production. 
Within  a  few  years  Rlake  extended  his  operations  to  Denver,  and  then  to 
San  Franci.sco  where  he  developed  territories  for  coal  oil,  kerosene, 
candles,  bulk  wax,  and  axle  grease,  mostly  imported  from  Pennsylvania. 
During  its  first  decade  Continental  was  most  successful  in  the  Rocky 
Mountain  area  where  it  did  not  have  to  face  the  stiff  competition  it 
encountered  in  California  from  the  Standard  Oil  Company.  Rut  by  the 
turn  of  the  century  the  Standard  Oil  Company  in  the  east  had  absorbed 
its  smaller  rival.  Only  after  the  United  States  Supreme  Court  decision 
of  1911  dissolving  the  Standard  monopoly  was  Continental  once  again 
independent.  In  the  ensuing  two  decades  it  came  under  the  influence 
of  E.  W.  Marland,  a  swa.shbuckling  Oklahoma  oil  man  who  greatly  bol¬ 
stered  the  company’s  expansion.  Unfortunately,  the  discussion  of  the 
company’s  history  after  1929  is  so  fragmentary  and  superficial  that  it 
belongs  more  properly  in  a  brochure  than  in  a  book. 

Tliis  volume  is  designed  for  the  general  public  rather  than  for  libraries 
or  academicians.  Although  references  to  company  records  appear  in  the 
text,  the  work  is  without  any  documentation.  It  is  cursory  and  super¬ 
ficial,  highly  selective  and  uncritical,  and  bears  the  stamp  of  overenthu- 
siastic  public  relations  experts  and  hucksters.  The  best  that  can  be  said 
of  the  book  is  that  most  readers  will  know  a  little  more  about  Conoco 
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than  they  did  before.  A  more  serious  and  detailed  history  of  Conoco  is 
still  very  much  to  be  desired. 

E.  Anthony  Copp’s  volume  is  of  a  different  nature,  for  it  is  a  revised 
economics  di.s.sertation  that  bears  the  stamp  of  serious  study.  An  econom¬ 
ist  who  is  currently  manager  of  the  Energy  and  Resource  Development 
Group  of  Salomon  Brothers  in  Xew  York  City,  Copp  is  largely  concerned 
with  economic  rather  than  historical  analysis  of  federal  intervention  in 
the  American  refining  industry  after  World  War  II.  His  work  reflects 
an  acute  concern  with  floundering  government  policies  during  the  energy 
crises  of  the  1970s  and  is  designed  to  contribute  to  the  formulation  of 
more  rational  and  a)mprehensive  policies  in  the  future. 

In  a  succinct  analysis  Copp  attempts  to  demonstrate  that  in  many 
ways  United  States  refining  policies  between  1948  and  1975  did  not 
promote  the  national  interest,  especially  by  increasing  American  reliance 
on  foreign  oil.  Inchoate,  irrational,  and  wasteful,  federal  policies  were 
at  best  a  bundle  of  contradictions.  No  President  or  Congress  during  these 
years  assumed  the  .serious  responsibility  of  providing  leadership  for  long- 
or  even  short-range  planning  of  the  nation’s  energy  needs.  And  courts 
were  usually  ill-eciuipped  to  play  a  constructive  role  in  such  jwlicy- 
making.  Such  energy  policies  as  emerged  from  public  agencies  were  a 
haphazard  composite  of  impulsive  reactions  to  the  demands  of  special 
interest  groups.  Since  the  three  branches  of  the  federal  government  as 
well  as  administrative  agencies  were  committed  to  maintaining  competi¬ 
tion  in  the  petroleum  industry  they  continually  encouraged  independent 
refiners  against  the  major  integrated  companies.  In  view  of  this  primary 
political  concern  the  ec-onomic  efficiency  of  major  or  minor  refiners  be¬ 
came  .secondary,  largely  subordinated  to  non-economic  considerations. 
Consequently  federal  policies  tended  to  subsidize  less  efficient  independ¬ 
ent  refiners  at  the  same  time  that  they  bolstered  the  market  power  of  the 
majors.  The  result  was  a  lowered  level  of  efficiency  in  the  refining  in¬ 
dustry,  which  spilled  over  into  production. 

Tho.se  who  defended  the  policy  of  maintaining  regulated  competition 
(distinct  from  market  competition)  at  any  price  often  sought  to  justify 
themselves  by  adducing  arguments  concerning  the  need  for  national 
security.  As  the  United  States  was  involved  in  the  Cold  War  and  two 
major  Far  Eastern  wars  during  this  period,  national  security  greatly 
overshadowed  economic  efficiency  as  a  prime  goal  in  national  energy 
decisions.  The  confusion  generated  by  this  unconcern  for  the  economic 
viability  of  the  domestic  refining  industry  was  further  compounded  by  an 
utter  lack  of  coordination  in  federal  energy  policies.  While  the  national 
government  was  following  one  course  of  action  in  respect  to  petroleum 
it  was  following  quite  another  concerning  natural  gas.  Despite  the  clear 
language  of  the  Natural  Gas  Act  of  1938,  which  delimited  federal  juris¬ 
diction  over  the  transmission  of  gas,  the  Federal  Power  Commission  and 
the  courts  assumed  stringent  controls  over  natural  gas  production  and 
pricing.  At  no  time  between  1948  and  1975  did  national  leaders  seek  to 
coordinate  gas  and  petroleum  policies,  or  for  that  matter,  policies  con¬ 
cerning  other  energy  resources  such  as  coal  or  uranium.  The  ultimate 
result  of  this  uncoordinated  morass  of  decisions  made  by  scores  of  fed¬ 
eral  officials  was  to  lead  the  United  States  into  increasing  dependence  on 
oil  overseas.  And  such  reliance,  in  turn,  bolstered  strong  inflationary 
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pressures  at  home,  which  threatened  the  stability  of  the  whole  economy. 

Copp  offers  no  sure  remedies  for  the  dilemmas  of  the  1970s.  He  does 
urge  federal  policies  that  would  encourage  capital  formation  in  petroleum 
research  and  development  to  develop  remaining  oil,  gas,  and  other  energy 
resources.  More  immediately,  he  advocates  creation  of  refining  capacity 
to  meet  the  needs  of  national  emergencies,  largely  through  tax  incentives 
and  similar  encouragements.  At  the  same  time  he  urges  a  higher  degree 
of  coordination  in  national  energy  policies,  particularly  the  deregulation 
of  natural  gas.  No  matter  what  decisions  are  taken,  however,  he  believes 
that  increased  government  involvement  in  the  petroleum  industry  is  in¬ 
evitable  in  the  near  future,  if  only  to  unravel  the  grievous  mistakes  of 
the  past. 

Copp  presents  his  arguments  in  a  convincing  manner.  Most  of  the 
book  deals  with  federal  domestic  policies  concerning  refining,  but  an 
additional  chapter  analyzes  OPEC’s  rise  to  power.  His  epilogue  contains 
a  good  summary  of  the  contents  and  his  prognosis  for  the  future.  Docu¬ 
mentation  in  accompanying  footnotes  is  adequate.  Since  the  author’s 
framework  is  that  of  an  economist,  his  sources  are  drawn  almost  exclu¬ 
sively  from  that  field.  But  if  this  study  is  of  somewhat  narrow  scope, 
nevertheless  historians  will  still  find  it  to  be  instructive  and  enlightening. 

Both  of  these  volumes  alert  historians  to  research  opportunities  that 
remain  unexploited. 

•  •  • 

THE  U.S.  FOREST  SERVICE:  A  HISTORY.  By  Harold  K.  Steen. 
Seattle,  University  of  Washington  Press,  1976.  Pp.  xiv  3S6.  $15.00. 

Reviewed  by  David  C.  Smith 
Professor  of  History 
University  of  Maine,  Orono 

Writing  the  history  of  a  governmental  agency  is  a  terribly  difficult 
task.  The  amount  of  paper  usable  as  .source  material  is  enormous.  The 
sensibilities  of  the  agency,  if  it  is  still  extant,  are  a  strong  factor  in  ob¬ 
taining  the  real  story.  The  perceived  hi.story  must  always  stand  in  the 
way.  The  historian  is  often  viewed  as  a  muckraker  at  worst,  as  a  poten¬ 
tial  diminLsher  of  federal  funds  at  best.  To  top  all  this  the  author  has  the 
imenviable  task  of  attempting  to  bring  people  to  the  front,  not  the  ad¬ 
ministrative  decisions  or  the  tables  of  organization  of  the  agency.  In  fact, 
most  historians  simply  seek  out  other  topics  rather  than  brave  the  dangers 
of  Washington,  the  National  Archives,  and  the  built-in  suspicions  of  the 
personnel. 

It  is  a  great  pleasure  to  say  that  Harold  Steen  has  not  turned  away 
from  his  task,  and  further  that  he  has  met  the  problems  and  solved  them. 
In  the  process  he  has  produced  an  excellent  book,  one  that  will  stand  as 
a  model  for  other  agency  historians,  and  one  that  may  entice  others  to 
emulate  him.  For  instance,  as  I  write,  the  Interior  Department  is  looking 
for  a  historian  for  its  vast  historic  past.  Steen’s  book  will  help  whoever 
is  chosen,  and  will  point  out  the  pitfalls  and  difficulties  inherent  in  the 
task,  as  well  as  showing  how  to  overcome  them. 

The  Forest  Service  has  a  good  history  to  write.  To  begin  with,  a  num¬ 
ber  of  interesting  persons  have  been  associated  with  the  Service.  It  has 
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not  been  free  of  controvers>'.  It  manages  huge  acreages  of  public  land, 
and  its  methods  and  techniques  of  management  have  constantly  been  in 
public  view  and  under  public  criticism.  A  hundred  years  of  history  since 
its  founding  in  1876  are  rich  with  information  about  the  history  of  the 
U.S.  and  its  land  management  and  problems. 

Steen  is  especially  good  in  his  depiction  of  the  early  leadership  of  the 
Forest  Service,  Franklin  B.  Hough,  Nathaniel  Egleston,  B.  E.  Femow, 
and  Gifford  Pinchot.  Of  these  four.  Hough  has  been  seldom  treated  in 
the  past,  Egleston  almost  never,  Femow  with  too  much  criticism  and 
Pinchot  with  far  too  little.  Steen  is  able  to  redress  the  balance  in  all 
cases,  with  a  light  touch  and  telling  use  of  the  original  sources.  Admirers 
of  Pinchot  will  find  their  hero  much  less  of  a  saint  that  he  would  have 
hoped  but  it  is  time  to  .set  that  particular  record  straight. 

The  various  pieces  of  congressional  legislation,  and  the  pre.sidential 
proclamations  .setting  aside  governmental  lands  are  covered  well.  The 
politics  behind  these  events  is  probed.  By  1910  or  so,  a  governmental 
forest  policy  was  well  set,  with  an  active  group  of  professionals  pursuing 
its  goals.  The  relationship  of  the  federal  government’s  policies  to  the 
development  of  private  forestry  plans  is  also  well  covered.  Although 
most  will  still  think  of  the  USFS  as  primarily  a  western  agency,  it  is  work 
with  private  eastern  finns,  the  research  undertaken  at  the  various  Forest 
Experiment  Stations,  and  the  scientific  studies  done  at  the  Forest  Prod¬ 
ucts  Laboratory  that  have  done  most  to  preserve  the  eastern  and  southern 
forests  after  the  first  loggers  had  followed  their  “cut  out  and  get  out” 
policies. 

The  New  Deal  is  discussed  in  a  strong  chapter,  and  such  items  in 
lumbering  history  as  the  Copeland  Report  are  dealt  with  in  a  meaningful 
way.  The  efforts  of  Harold  Ickes  and  the  Interior  Department  to  detach 
the  Forest  Service  from  Agriculture  receive  due  notice.  As  we  perhaps 
move  toward  formation  of  a  new  department  of  Conservation,  it  may  be 
apposite  to  note  that  others  have  called  for  these  innovations  before.  The 
Forest  Service  has  up  to  now  resisted  such  change;  that  opportunity  is 
probably  past. 

One  of  the  areas  of  great  controversy  and  friction  has  been  in  the 
development  of  a  recreation  and  land  use  policy.  The  Forest  Service, 
the  National  Parks  Service,  the  Bureau  of  Reclamation  and  others  all 
manage  lands,  but  often  times  the  Park  Service  has  received  credit  for 
the  work  of  others,  while  the  Forest  Service  has  received  the  blame  for 
others.  This  problem  is  discussed  in  this  book  and  the  last  two  chapters 
provide  us  with  a  guide  to  the  problems  since  World  War  II  of  “multiple 
use”  and  the  environmental  challenge  to  that  concept  and  others. 

The  University  of  Washington  press  has  produced  a  lovely  book.  The 
type  is  easy  to  read.  The  footnotes  are  where  they  belong.  The  photo¬ 
graphs  (38)  are  well-chosen  and  situated  throughout  the  book  as  an  aid 
to  the  reader.  A  good  bibliography  and  index  are  included.  The  only 
thing  that  I  could  ask  for  would  be  a  chapter  that  would  deal  with  the 
day-to-day  life  and  work  of  the  rangers,  but  in  his  preface  Steen  says 
that  given  the  sorts  of  materials  preserved  this  simply  was  impos¬ 
sible.  The  individual  forester  and  ranger  do  shine  through  on  occasion. 
The  book  is  primarily  an  administrative  history  and  it  focuses  on  Wash- 
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ington.  It  is  a  very  good  book,  though,  and  one  that  the  Forest  Service 
must  be  very  happy  with.  As  a  historian  I  certainly  am. 

o  e  o 

PERSPECTIVES  AND  IRONY  IN  AMERICAN  SLAVERY.  Edited 
by  Harry  P.  Owens.  Jaokson,  University  Press  of  Mississippi,  1976. 
Pp.  xii  +  188.  $8.50,  cloth;  $3.50,  paper. 

Reviewed  by  Alan  M.  Kraut 
Assistant  Professor  of  History 
The  American  University 

It  is  unlikely  that  all  of  the  important  questions  about  American  Negro 
slavery  will  ever  be  definitively  answered.  The  complexity  of  the  issues 
involved  and  the  scarcity  of  reliable  sources  will  continue  to  bedevil  the 
experts.  The  seven  renowned  scholars  who  have  contributed  essays  to 
this  volume  do  not  claim  final  solutions.  However,  the  recent  publication 
of  several  provocative  books  on  slavery  make  timely  these  crisp  articles 
from  historians  and  economists  who  have  notably  contributed  to  the  study 
of  slavery  over  the  past  decade. 

The  seven  essayists  are  Carl  Degler,  Eugene  D.  Genovese,  David  B. 
Davis,  Stanley  L.  Engerman,  William  K.  Scarborough,  John  W.  Blassin- 
game,  and  Kenneth  M.  Stampp.  Their  e.ssays  were  originally  presented 
as  papers  at  a  symposium  on  slavery  sponsored  by  the  University  of 
Mississippi’s  Department  of  History.  Profes.sor  Harry  P.  Owens,  who 
teaches  in  that  department,  has  edited  the  manuscripts  and  added  a  use¬ 
ful,  though  .selective,  bibliography  of  recent  slavery  literature. 

In  the  first  e.ssay,  Carl  Degler  stresses  the  ironies  of  slavery  in  antebel¬ 
lum  America  —  the  founding  fathers  boasted  of  freedom,  while  protesting 
their  property  rights  in  human  flesh;  the  institution  became  a  matter  of 
controversy  at  just  the  time  when  southern  slaves  were  being  dealt  with 
more  humanely  than  bond.smen  in  any  other  slaveholding  society.  Most 
ironic  for  Degler,  however,  is  scholars’  contemporary  treatment  of  the 
institution.  He  argues  that  while  historians  have  sought  to  demonstrate 
the  complexity  of  slavery,  they  have  frequently  overlooked  the  most 
unique  aspect  of  the  institution  in  America,  “the  racial  element.’’  Slav¬ 
ery,  a  universal  form  of  repression,  must  also  be  regarded  by  future 
investigators  as  a  racial  boundary  marker  in  American  society,  according 
to  Degler. 

Eugene  Genovese,  also  aware  of  the  inherent  ironies  in  American  Negro 
slavery,  provides  a  global  perspective  in  his  essay.  Through  a  prism  of 
Marxist  a.ssumptions,  Genovese  maintains  that  bourgeois  capitalism,  itself 
a  product  of  the  assault  on  landed  classes,  spawned  a  system  of  slavery 
that  nearly  proved  its  undoing.  This  new  slaveholding  class  souglit  to 
block  the  evolution  of  the  socio-economic  system  that  had  produced  it. 
Increasingly,  he  suggests,  these  slavemasters  sought  to  separate  the 
bourgeois  idea  of  freedom  from  the  ideas  of  democracy  and  social  justice, 
while  their  slaves  struggled  against  the  new  forces  of  oppression. 

Noting  yet  another  irony,  David  B.  Davis  finds  that  the  slaveholders’ 
arguments  in  defense  of  their  institution  delimited  the  range  of  counter¬ 
arguments  offered  by  the  reformers.  Southern  apologists  defended  slavery 
on  the  grounds  of  black  inferiority.  Abolitionists  denied  that  blacks  were 
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inferior,  but  accepted  this  definition  of  the  problem,  according  to  Davis. 
As  a  result,  reformers  ignored  slavery’s  economic  consequences.  Davis 
suggests  that  because  few  abolitionists  talked  of  “cost,  productivity,  re¬ 
sources,  and  national  interest,”  Americans  were  spared  the  grim  reality 
that  national  economic  development  was  linked  to  a  system  of  unfree 
labor. 

Unlike  the  abolitionists,  contemporary  econometricians  such  as  Stanley 
Engerman  have  expended  much  effort  examining  the  economics  of  south¬ 
ern  slavery.  Engerman  ambitiously  seeks  to  explain  the  various  contro¬ 
versies  that  rage  among  students  of  the  economics  of  slavery.  It  is  the 
least  focused  essay  in  the  collection  becau.se  of  the  many  complex  issues 
Engerman  attempts  to  summarize.  However,  he  succeeds  in  his  main 
purpt)sc,  to  demonstrate  that  the  slave  economy  remains  an  area  of  his¬ 
torical  interest  because  it  is  inseparable  from  the  broader  social  and  cul¬ 
tural  aspects  of  American  Negro  slavery. 

William  K.  Scarborough  and  John  W.  Blassingame  are  less  interested 
in  the  slave  economy  than  in  those  most  directly  affected  by  it.  Scar¬ 
borough  studies  the  planters,  Blassingame,  the  bondsmen.  Ironically, 
while  many  historians  have  mentioned  paternalism  as  the  foundation  of 
the  master-slave  relationship,  they  have  simultaneously  claimed  that  mas¬ 
ters  were  motivated  solely  by  the  quest  for  profits  or  for  social  control. 
Scarborougli  regrets  this  ambiguity  and  suggests  that  paternalism  was 
not  necessarily  inconsistent  with  capitalism,  and  that  the  personality  types 
and  behavioral  patterns  of  masters  were  as  varied  as  those  of  the  slaves. 
He  finds  that  many  masters  were  not  tyrants,  but  offered  their  slaves 
incentives  for  good  work.  Slaves  could  at  times  ameliorate  the  system’s 
harshness  by  offering  the  master  advice  and,  when  necessary,  encouraging 
disharmony  between  the  master  and  his  overseer. 

The  influence  exercised  by  the  enslaved  on  their  own  condition  has 
inspired  John  Blassingame’s  research.  In  this  essay,  he  maintains  that 
previous  historians  have  misread  the  social  structure  of  the  slave  com- 
munit\'.  The  slave’s  status  among  his  peers  depended  upon  the  services 
he  performed  for  other  slaves  rather  than  for  whites,  according  to  Blas- 
singamc.  He  finds  that  conjurers,  preachers,  midwives  and  folklorists 
were  generally  held  in  higher  esteem  than  house  servants,  drivers,  or 
artisans.  The  plantation  records  upon  which  previous  interpretations  were 
based  reflected  the  master’s  ego.  Blassingame  supplants  these  with  slave 
folklore,  testimony  from  W.P.A.  interviews,  and  slave  letters  and  auto¬ 
biographies.  'Though  not  extensive,  these  sources  at  least  suggest  the 
bondsman’s  perception  of  slave  society. 

Hopelessly  inadequate  or  imprecise  data  is  one  of  the  major  burdens 
that  the  historian  of  slavery  must  bear,  Kenneth  Stampp  explains  in  the 
volume’s  concluding  essay.  He  remains  unpersuaded  that  “revisionism 
always  represents  progress,”  but  he  does  grant  that  bold  new  interpreta¬ 
tions,  even  those  that  exceed  the  evidence  available,  “keep  our  profession 
alive,”  and  lend  vitality  to  teaching  and  research.  Stampp’s  article  is  a 
fine  overview  of  past  interpretations,  those  currently  in  vogue,  and  the 
direction  that  historians  are  likely  to  pursue  in  the  future. 

'This  book  is  not  for  beginners.  The  authors  address  an  audience 
already  initiated  into  the  study  of  slavery  and  aware  of,  if  not  familiar 
with,  the  scholarship  on  the  subject.  In  his  introduction  to  the  volume, 
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editor  Owens  explains  that  Degler’s  theme  of  irony  evolved  as  the  theme 
of  the  symposium.  The  non-specialist  would  have  benefited  from  a 
lengthier,  more  erudite  introduction  that  picked  the  common  thread  of 
irony  from  the  fabric  of  each  essay.  With  this  caveat,  the  essayists  all 
bear  their  scholarly  burdens  gracefully,  and  in  so  doing  make  the  task 
of  keeping  abreast  of  advances  in  research  on  American  Negro  slavery  a 
less  oppressive  task  than  it  might  otherwise  be. 

ft  O  • 

URBAN  SLAVERY  IN  THE  AMERICAN  SOUTH,  1820-1860:  A 
QUANTITATIVE  HISTORY.  By  Claudia  Dale  Goldin.  Chicago,  The 
University  of  Chicago  Press,  1976.  Pp.  xvi  -|-  168.  $12.95. 

Reviewed  by  David  O.  Whitten 
Associate  Professor  of  Economics 
Auburn  University 

The  number  of  slaves  residing  in  American  cities  peaked  during  the 
years  1830  to  1850,  and  declined  thereafter.  Two  basic  and  opposite 
explanations  have  been  offered,  historically,  for  this  variation  from  the 
experience  of  rural  slavery.  Slavery,  it  has  been  argued  on  the  one  hand, 
is  incompatible  with  urban  living.  A  city  provides  too  many  possibilities 
for  slave  mischief,  too  much  freedom.  Urban  populations,  then,  sought 
to  drive  out  slaves  by  passing  laws  making  city  slavery  more  and  more 
expensive.  As  these  laws  grew  in  number  and  effectiveness  urban  slavery 
declined.  This  “push”  explanation  is  countered  by  a  “pull”  thesis  that 
suggests  that  the  comparative  advantage  of  slave  employment  in  staple 
crop  agriculture  pulled  slaves  from  the  cities. 

Claudia  Goldin’s  initial  interest  in  the  urban  slavery  question  centered 
about  an  effort  to  quantitatively  substantiate  the  push  thesis.  Her  data, 
in  conjunction  with  her  model,  failed  to  support  the  push  hypothesis. 
She  turned  then  to  the  construction  of  a  model  that  would  provide  clues 
to  the  mystery  of  declining  urban  slavery.  Urban  Slavery  in  the  American 
South  embodies  this  research. 

The  volume  begins  in  the  fashion  of  a  historical  monograph  with  an 
introduction  and  a  chapter  on  the  “Urban  Setting  of  the  South.”  The 
historical  format  persists  through  chapters  three  and  four:  “Life  in  the 
Cities”  is  outlined  in  the  former,  and  the  decline  of  urban  slavery  is  the 
topic  of  the  latter.  The  trappings  of  monographic  history  fall  away  in 
chapter  five,  the  raison  d’etre  of  the  volume.  To  read  the  Goldin  work 
without  chapter  five  would  be  a  shame.  The  non-quantitative  historian 
could  expect  to  be  hopelessly  lost  here.  The  author,  however,  urges  her 
readers  to  move  through  her  discussions  on  model  construction  and  inter¬ 
pretations,  even  if  they  do  not  understand  everything  they  read.  This  is 
worthy  advice.  Goldin  does  not  lose  sight  of  her  goal  of  investigating 
urban  slavery  quantitatively,  but  at  once  she  maintains  an  appreciation 
of  the  technical  gap  between  herself  and  some  of  her  anticipated  readers. 

The  models  Goldin  presents  (there  are  two,  an  abbreviated  one  and 
another  more  complete  construction)  support  her  conclusion  that  slavery 
was  not  incompatible  with  urban  life,  but  in  fact  was  a  thriving  part  of 
a  vital  urban  existence.  Her  evidence  shows  urban  slave  demand  growing 
throughout  the  antebellum  period.  Noteworthy  is  the  fact  that  Goldin 
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examines  the  major  cities  of  slave  residence  as  a  group,  as  subgroups, 
and  as  separate  units  so  as  to  provide  illumination  of  the  urban  slave 
issue  from  every  angle,  not  just  from  one  suitable  to  her  goals.  The 
failure  of  the  push  thesis  prompts  Goldin  to  suggest  its  origin  in  propa¬ 
ganda  distributed  by  the  free  white  labor  groups  seeking  to  improve  their 
own  positions  relative  to  slaves  in  the  cities. 

If  slaves  were  not  pu.shed  from  the  cities  and  slave  demand  was  grow¬ 
ing  throughout  the  period,  why  the  decline  of  urban  slaveiy'?  Goldin’s 
model  reveals  a  higher  price  elasticity  of  demand  for  urban  slaves  than 
for  their  rural  counterparts.  Although  slaves  equipped  with  certain  mar¬ 
ketable  skills  enjoyed  price  inelasticity  in  the  city,  slaves  in  general  were 
more  easily  replaced  in  an  urban  setting  than  in  an  agricultural  one. 
Despite  rising  demand  for  slaves  in  the  cities,  their  rising  prices  brought 
a  decline  in  their  numbers  in  the  city  as  they  were  pulled  into  agricul¬ 
tural  employment. 

The  reader,  with  or  without  the  technical  experise  of  the  author,  will 
gain  insights  from  Goldin’s  work.  Gertainly  the  quantitative  analysis 
could  be  done  in  other  ways  and  various  assumptions  are  subject  to  de¬ 
bate,  but  overall,  there  can  be  little  doubt  of  the  intellectual  honesty  of 
the  author  and  high  explanatory  value  of  the  work.  She  has  employed 
data  gathered  from  extensive  research  into  primary  sources.  The  raw 
data  alone  present  sufficient  reason  for  examining  this  volume.  The 
author  has  constructed  her  models  on  a  foundation  of  reasonable  and 
well-set-out  assumptions.  She  places  in  these  models  the  impressive 
data  from  her  archival  research.  Her  conehisions  provide  latitude  for 
variation  in  assumptions  as  she  supplies  .several  po.ssible  outcomes  based 
on  changes  in  basic  assumptions.  The  results  are  clearly  interpreted, 
suppb’ing  the  reader  with  the  most  extensive  coverage  of  American 
urban  slavery  currently  available.  The  book  is  a  positive  addition  to  the 
vastly  over-expanded  body  of  literature  on  American  slavery  and  the 
underdeveloped  area  of  urban  slavery.  Historians,  economic  historians, 
and  business  historians  will  benefit  from  a  close  reading  of  Urban  Slavery 
in  the  American  South. 

O  «  O 

BUSINESS  INFORMATION  SOURCES.  By  Lorna  M.  Daniells. 
Berkeley,  University  of  California  Press,  1976.  Pp.  xvi  -f  439.  $14.95. 

Reviewed  by  Virgil  F.  Massman 
Executive  Director 
James  J.  Hill  Reference  Library 
Saint  Paul,  Minnesota 

This  is  the  best  work  in  its  field.  It  is  intended  for  businessmen,  busi- 
ne.ss  students,  and  librarians  as  a  general  rather  than  an  exhaustive  guide 
to  business  information  sources. 

The  lx)ok  reflects  the  complexities  of  compiling  a  li.st  of  business  in¬ 
formation  sources,  since  business  is  one  of  those  areas  that  impinge  on 
many  others.  It  is  necessary  to  go  beyond  business,  but  where  does  one 
stop?  Thus  Lorna  M.  Daniells  includes  Psychological  Abstracts,  Sociolog¬ 
ical  Abstracts,  Applied  Science  6-  Technology  Index,  Engineering  Index, 
the  Readers’  Guide  to  Periodical  Literature,  and  Social  Sciences  Index. 
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However,  the  Biological  ir  Agricultural  Index  is  not  mentioned,  and  the 
Bibliography  of  Agriculture  is  cited  in  a  note;  both  contain  much  business 
and  economic  information  and  are  important  for  certain  businesses. 

Similarly  a  few  general  encyclopedias  and  basic  sources  of  book  pur¬ 
chasing  information  are  included.  However,  there  is  no  mention  of  any 
general  American  guide  to  reference  books  nor  of  the  various  Library  of 
Congress  (LC)  catalogs,  which  are  major  sources  for  both  recent  and 
retrospective  publications,  nor  of  the  machine  readable  cataloging  rec¬ 
ords  (MARC)  produced  by  LC.  The  LC  MARC  records  are  being 
widely  used  for  library  cataloging  and  by  some  libraries  for  selective 
dissemination  of  information.  The  Ohio  College  Library  Center  (OCLC), 
which  is  important  as  an  on-line  cataloging  and  bibliographic  system 
used  by  more  than  1,000  libraries,  is  not  mentioned  either.  The  LC 
catalogs,  MARC,  OCLC,  and  other  similar  systems  are  and  will  become 
even  more  important  for  businessmen  who  wish  to  keep  current,  who 
need  information  on  special  topics,  and  who  need  to  locate  resources  in 
other  libraries. 

Data  bases  are  mentioned  in  several  places,  as  are  directories  of  com¬ 
puterized  information  sources.  However,  because  business  students  who 
are  earning  their  degrees  now  will  obtain  much  of  their  information  from 
on-line  data  bases  in  the  future,  these  deserve  even  more  attention  than 
Daniells  gives  them.  Becau.se  busines.smen  may  need  information  on 
a  wide  variety  of  subjects  such  as  health  care  services,  computers,  pollu¬ 
tion  control,  government  contracts,  and  many  others,  they  should  be 
aware  of  the  many  general  and  specialized  data  bases  available  in  busi¬ 
ness,  medicine,  science,  technology,  etc. 

It  is  perhaps  a  matter  of  personal  perspective,  but  I  believe  that  the 
primary  need  of  the  businessman  and  student  is  to  know  where  to  look 
(i.e.,  the  guides,  bibliographies,  on-line  data  bases,  etc.).  While  they  fit 
Daniells’  intent  in  writing  the  book,  there  is  too  much  emphasis  on  text¬ 
books  and  basic  reading  lists.  Many  such  works  are  soon  outdated  or 
superseded.  Consequently,  such  works  .should  be  covered  very  sparsely, 
and  any  titles  that  are  included  deserve  little  attention  in  reviews.  The 
most  important  business  education  programs  are  at  the  Master’s  degree 
level  and  beyond.  Many  of  these  students  will  go  into  teaching  and  into 
important  positions  in  business,  and  the  graduate  is  better  served  by 
knowing  where  to  look  than  by  being  given  a  list  of  the  best  monographs 
as  of  the  date  when  the  guide  is  being  cx)mpiled. 

What  is  true  of  the  businessman  and  the  student  is  even  more  true 
for  the  business  historian.  While  the  book  contains  a  brief  section  on 
business  history,  it  is  not  and  does  not  claim  to  be  for  the  business  his¬ 
torian.  The  historian  will  find  much  that  is  useful  here,  but  he  will  also 
have  to  look  elsewhere.  When  a  new  edition  is  planned,  it  coidd  be 
made  more  useful  by  adding  a  section  on  general  bibliographies,  more 
examples  of  subject  bibliographies,  and  far  more  detail  on  the  broad 
range  and  importance  of  data  bases.  If  this  necessitates  eliminating  some 
textbooks  and  other  monographs,  the  gain  with  the  broader  coverage  will, 
I  believe,  outweigh  the  loss  of  a  few  of  the  titles  presently  included. 

9  P 
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In  the  future  the  Quarterly  Review  of  Economics  and  Business  will 
devote  some  regular  issues  to  si>ecial  topics.  The  first  of  these  will  be  on 
“Inflation  and  Current  Value  Accounting,”  edited  by  James  C.  McKeown. 
Submission  of  articles  specifically  intended  for  this  issue  is  urged. 

The  focus  is  on  considerations  related  to  the  interactions  between  in¬ 
flation  and  accounting  (theory  and  practice).  Among  the  issues  of  interest  are 
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to  provide  useful  information  in  an  environment  of  changing  prices  and 
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the  dollar  is  a  constant  unit  of  measure  (conventional  historical  cost  ac¬ 
counting)  ;  and 

(3)  Nonaccounting  information  sources  or  treatments  which  are  or  may 
be  used  to  mitigate  or  remove  problems  in  ( 2 ) . 

Empirical  as  well  as  theoretical  papers  are  invited.  Although  the  focus 
is  on  accounting,  researchers  in  other  areas  are  invited  to  submit  papers, 
since  the  issues  involved  clearly  extend  into  other  disciplines. 
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By  Harold  C.  Livesay 

ASSOCIATE  PROFESSOn  OF  HISTORY 
UNIVERSITY  OF  MICHIGAN,  ANN  ARBOR 


Entrepreneurial  Persistence  Through  the 
Bureaucratic  Age* 

C  Takin<i  issue  with  such  earlier  theorists  as  Schumpeter,  who  believed 
that  the  rise  of  hureaueratic  structures  would  stifle  the  innovative  pro¬ 
cess  that  lies  at  the  heart  of  capitalism  and  thus  lead  on  to  socialism. 
Professor  Livesay  discusses  the  careers  of  three  innovative  leaders  who 
used  the  hureaueratic  form  of  orf^anization  to  keep  innovation  alive 
and  to  realize  its  implications.  He  armies  that  with  shrewd  leaders 
like  Andrew  Carne<’ie  and  Henry  Ford  H  (and  less  well-known  ones  like 
Howard  Stoddard)  at  the  helm,  bureaucratic  organizations  have  been 
the  mechanism  of  highly  dynamic  policies  rather  than  the  a'^ency  of 
socialist  ic  stasis. 


Much  of  American  economic  and  business  history  has  become 
a  bore,  not  onl\'  to  the  non-expert  audience,  but  also  to  many  of  its 
erstwhile  enthusiasts,  including  a  fair  number  of  us  who  perpetrate 
it.  This  sad  state  of  affairs  results,  1  think,  not  from  the  split  between 
so-called  “new”  and  “old”  c'conomic  historians  (the  terminologx'  is 
sloppy  and  the  distinction  foolish  in  any  case).  The  decline  stems 
rather  from  the  tendeiicv  to  ( 1 )  focus  on  institutions  instead  of 
people;  (2)  inject  heavy  frameworks  of  economic  theory  and  in¬ 
stitutional  model  building,  both  propped  up  with  aggregate  statis¬ 
tics  that  sometimes  must  be  fabricated  before  they  can  be  anab  zed; 
and  (3)  concentrate  on  the  economic  development  and  institutions 
of  the  colonial  and  ante-bellum  periods.  Relatively  little  energy  has 
been  expended  on  the  emergence  of  modern  industrial  America. 

Studies  of  individuals  have  fallen  from  favor  for  many  reasons, 
some  of  them  more  symptomatic  of  changing  fashions  in  historiog¬ 
raphy  than  of  an  increase  in  the  sophistication  of  historians  or 
their  methodology.  Researching  individual  lives  is  hard,  lonely 
work,  not  readily  susceptible  to  team  efforts.  Analyzing  human  bc- 
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havior  patterns  uncovered  by  such  research  intimidates  many  his¬ 
torians  who  doul)t  their  psychological  qualifications  for  the  task. 
Presenting  such  anal\ses  cogently  in  print  or  in  the  classroom  de¬ 
mands  the  literar\'  grace  of  a  novelist  and  the  oratorical  flair  of  an 
evangelist  —  neither  skill  conspicuouslv  nourished  in  modern  gradu¬ 
ate  schools.  Finally,  the  current  American  environment  tends  to 
denigrate  the  effectiveness  of  individual  efforts  to  shape,  or  even 
deflect  history. 

Since  the  late  nineteenth  century,  and  particularly  since  the  New 
Deal,  Americans  have  increasingly  subscribed  to  the  paradoxical 
proposition  that  only  more  and  more  centralization,  bigger  and 
bigger  institutions,  greater  and  greater  group  efforts  can  jireserve 
the  traditional  indix  idual  rights  to  which  their  history  entitles  them. 
In  granting  workers  the  right  to  organize  and  bargain  collectively, 
for  example,  the  New  Deal  CJongress  declari'd  that  the  denial  of 
such  a  right  led  to  “strikes  and  other  forms  of  industrial  strife  or 
unrest  which  ha\e  .  .  .  the  necessary  effect  of  burdening  or  ob¬ 
structing  commerce;”  therefore,  it  was  necessary  "to  provide  for 
the  fiencral  welfare  b\’  promoting  .  .  .  cooperativ'e  action  among 
trade  groups.”  ' 

Not  surprisingly,  this  trend  in  the  general  society  has  be(*n  re- 
fk'cted  in  the  rising  popularity  of  such  disciplines  as  sociology, 
which  emphasizes  “engineering”  societ\’  as  a  whole  or  its  constitu¬ 
ent  groujw,  and  has  meant  heav\-  weather  for  histor\'  with  its  tra¬ 
ditional  focus  on  the  role  of  the  individual.  Within  the  field  of  his¬ 
tory  itself,  the  response,  as  Louis  Galambos  predicted  in  1970,  has 
been  a  shift  of  attention  from  the  study  of  people  to  analysis  of 
groups  and  institutions.-  Not  onl\  does  this  kind  of  history  seem 
trendy  and  therc'fore  attractive,  but  it  also  solves  —  or  at  least 
avoids  —  the  dilemmas  associated  with  the  study  of  individuals. 

1  favor  a  redirection  of  effort,  not  because  I  think  that  ante¬ 
bellum  or  aggregative  (jnestions  are  inherently  less  interesting,  but 
rather  because  the\’  seem  to  iik*  of  limited  usefulness  in  explaining 
the  most  salient  jirocess  associated  with  the  development  of  the 
modern  econom\-,  the  emergence  of  large  bureaucratic  institutions 
—  jniblic  and  private.  Whether  created  by  the  citizens  themsi'lves, 
or  by  their  governments,  such  institutions  dominate  the  economic 
skyline  of  ever\'  developed  society  on  earth,  a  primacy  commonly 
recognized  as  an  integral  component  of  manufacturing  .societies  but 

1  (7.S.  St/ittiirs  (It  7'^<I  C^onjirt-ss.  First  Session.  XLVIll  (Juno  Ifi,  195, 

198  aiul  74tb  Congress,  First  Session,  XLIX  (July  5,  1935),  440  450.  Kniphasis  addotl. 

~  Fonis  (uilatnbos,  Knn'i'^in^  Or^ani/ational  Syntht'sis  in  Modem  American  His¬ 
tory,”  lUtsitK’.ss  llistdry  XI J\'  (Autumn,  1970),  288. 
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oquall)’  prevalent  in  developed  agricultural  nations  such  as  Austria 
and  New  Zealand,  where  government  agencies  cmplov  more  than  a 
third  of  the  work  force. 

Despite  this  dominance  of  bureaucracies,  we  know  too  little  about 
the  dynamics  of  such  institutions,  either  in  terms  of  their  internal 
behavior  or  in  terms  of  their  external  relationships  with  other  in¬ 
stitutions  or  with  society  as  a  whole.-*  This  ignorance,  much  of  it 
rooted  in  an  absence  of  historical  knowledge,  prevails  in  the  United 
States  as  well  as  elsewhere,  despite  widespread  recognition  of 
America  as  the  pre-eminent  business  society.  The  remedy  lies 
largely  in  the  stud\-  of  post-Civil  War  events,  for,  as  Alfred  D. 
Chandler,  Jr.  graphically  illustrated  in  his  presidential  address  to 
the  Economic  Uistor\  .\ssociation  some  )ears  ago,  all  the  Ameri¬ 
cans  who  could  have  been  described  as  “managers”  in  1860  could 
easily  ha\e  been  housed  in  the  Dupont  Company’s  modern  corpo¬ 
rate  head(|uarters  building.  Chandler  argued  that  the  American 
skyline,  dominated  by  church  steeples  in  the  eighteenth  century,  by 
factor)’  smokestacks  in  the  nineteenth  centur)',  and  by  corporate 
office  buildings  in  the  twentieth  centurv,  symbolized  a  historical 
process  poorly  understood  and  little  studied.  There,  in  plain  sight 
at  ever)'  hand,  lay  prima  facie  evidence  of  the  need  for  further  re¬ 
search  in  more  modern  pi'riods. 

In  this  article  I  want  to  present  some  results  of  my  research  into 
the  histor)  of  the  d\namic  relationships  between  individual  entre¬ 
preneurs  and  business  bureaucracies.  These  dvnamics  have  played 
a  major  role  in  .shaping  capitalism’s  past  and  will  sureb'  do  much 
to  determine  its  future.  Some  of  the  material  presented  results  from 
research  focused  on  the  careers  of  individuals;  some  derives  from 
what  began  as  institutional  studies.  All  of  it  has  reinforced  my 
long-standing  belief  that  individual  peojile  do  make  history  and 
that  understanding  how  they  do  it  is  what  historians  do  best. 

ScnUMPKTKR  AM)  CAPITALISM 

In  1942  Joseph  Schumpeter  posed  himself  the  question  “Can 
ca])italism  survive?  ”  “No,  I  do  not  think  it  can,”  he  replied,  going 
on  to  argue  that  capitalism’s  very  success  “inevitably  creates  con- 

■'  Tills  is  nut  In  say  that  nothin)'  has  Ik'i'ii  writlni  on  hnr«-ancraci<-s,  for  a  RR-at  deal 
has.  Most  of  it  deals  with  either  id»-al  ty|H'S  or  conti-niporary  behavior.  Given  the  signif¬ 
icance  of  hnrcaiicracics  in  the  dcvelo|niK'nt  of  American  societies,  the  amount  of  serious 
historical  work  done  thus  far  rciiiaiiis  surprisingly  small,  though  sometimes  of  excellent 
ipiality,  for  example,  Alfred  1).  f^haudler,  Jr.’s  .Strufcgi/  titul  Structure  (Cambridge,  1962), 
as  wi’ll  as  his  many  other  works.  For  other  sources,  considered  in  historiographic  persiiec- 
tive,  see  Louis  Calamhos,  “Organizational  Synthesis.” 

ENTUKlMlENliUUIAL  PI<:U.S1STENCE  417 


ditions  in  which  it  will  not  be  able  to  live.”  This  contention  he 
supported  with  observations  on  the  historical  evolution  of  capital¬ 
ism,  a  process  that  he  believed  “strongly  point  |cd|  to  socialism  as 
the  heir  apparent.”  ^  Schumpeter’s  view  ob\  iously  owed  much  to 
his  study  of  Marx  and  to  the  statistical  and  cultural  consecjuences 
of  the  recent  worldwide  depression.  The  core  of  his  argument,  how¬ 
ever,  depended  upon  his  imaginative  manipulation  of  two  ideal 
t\’pes:  Max  Weber’s  conception  of  bureaucraev  as  the  ine\’itable 
handmaiden  of  modernization,  and  Schumpeter’s  own  view  of  the 
entrepreneur  as  the  indispensable  mainspring  of  capitalism. 

According  to  Schumpeter,  it  was  the  entrepreneur’s  function  “to 
reform  or  revolutionize  the  pattern  of  jiroduction”  by  exploiting 
some  innovation  in  technolog\',  production,  management,  or  mar¬ 
keting.  “This  kind  of  activity,”  he  argued,  was  “primarily  respon¬ 
sible”  for  capitalism’s  energetic  surges  of  growth;  but  one  of  the 
consecjuences  of  the  process  was  the  burgeoning  of  bureaucracies 
that  replaced  “individual  action”  with  “bureau  and  committt'e  work” 
and  “reduced  .  .  .  innovation  itself  ...  to  routine.”  ’•  Thus  the 
inevitable  outgrowth  of  successful  capitalism  was  the  destruction 
of  its  most  essential  component.  The  faster  capitalism  grew,  the 
sooner  it  would  die  of  hardening  of  the  enterpreiu'urial  arteries. 
Since  Schumpeter’s  original  gloomv  prognosis,  a  number  of  his¬ 
torians  and  sociologists  have  picked  up  the  theme  and  developed  it 
in  studies  of  economic  and  political  institutions.  Whether  viewing 
business  corporations,  labor  unions,  government  agencies,  or  politi¬ 
cal  ])arties,  these  observers  perceiv'e  an  inevitable,  irrc\sistiblc 
process  at  work  in  which  bureaucracy  rolls  on  towards  its  fore¬ 
ordained  destination,  steamrollering  mankind,  making  a  mockery 
of  free  will,  and  controlling  the  individual’s  bt'havior  and  destiny. 

The  Schumpeterian  thesis  has  received  widespread  acceptance.  In 
an  era  of  big  business,  big  government,  and  big  labor,  it  often  seems 
to  fit  the  observable  facts.  It  furnishes,  moreover,  an  ideological 
warhorse  of  fonnidable  versatility  that  can  be  ridden  by  critics  of 
the  left  and  right.  Whether  one  sees  mushrooming  bureaucracies 
as  irrefutable  evidence  of  movement  toward  some  sort  of  socialism 
or  as  the  instrument  b)'  which  the  forces  of  t)  rann\'  whittle  away 
at  individual  liberty,  depends  on  one’s  predispositions,  for  the  evi¬ 
dence  will  work  well  in  support  of  either  position.  In  both  cases, 
however,  the  individual’s  free  will  inevitably  submits  to  organiza¬ 
tional  control. 

*  Joseph  Schiinipt'ler,  Capitatism,  Socialism,  and  Democracy  (Xew  York,  1912),  61. 

ScliumpchT,  Capitalism,  1.'52. 
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I  think  there  is  ample  evidence  to  posit  a  two-fold  counter-thesis: 
first,  that  individuals  sometimes  do  control  bureaucracies  —  even 
massive,  modern,  industrial  hureaiicracies  —  so  eflectivcly  that  the 
organization  becomes  an  instrument  of  personal  will.  In  such  cases, 
if  the  dominant  person  is  talented,  single-minded,  and  durable,  his 
firm  becomes  a  dx  namie  agencv  for  growth  in  a  capitalist  eeonomv 
because  the  inherent  power  of  its  bureaucratic  management  vastly 
multiplies,  rather  than  stifles,  the  entrepreneurial  spirit  of  its  chief. 
I  do  not  suggest  that  such  individuals  abound;  ob\'iously  they  are 
exceptional.  Nor  do  1  wish  to  iinplv  that  impersonal  firms  cannot 
generate  dxiiamic  innovations  that  propel  the  economy  forward. 
Dupont’s  nx  lon,  for  example,  was  the  handiwork  of  an  experimental 
chemist  buried  far  down  in  the  companv’s  organization  chart. 
Enough  similar  examples  exist  to  confound  the  notion  that  imper¬ 
sonal  corporations  inevitably  stifle  the  enterepreneurial  spirit  of  their 
minions.  Indeed,  such  firms  often  exhibit  enormous  creative  ciu'rgy, 
sustaining  economic  growth  in  the  United  States  and  in  some  con¬ 
structive  cases,  overseas  as  well.  Thev  have  not  done  so  alone,  how¬ 
ever,  and  what  1  want  to  .show  here  is  the  continuing  significance 
of  firms  in  which  authoritv  functions  in  the  older  tradition,  in  the 
hands  of  a  controlling  owner.  Tlie  success  of  these  highly  person- 
alizt'tl  entcTprises  shows  that  individual  entrepreneurs  have  sur¬ 
vived  and  prospered  in  an  age  characterized  by  anonymous  bureau¬ 
cracies.  Together  with  other  forms  of  business  organizations,  they 
have  kept  American  capitalism  vibrant  and  growing. 

My  second  thesis  is  that  while  the  passage*  of  time  adds  many 
once-indixidualistic  enterprises  to  the  ranks  of  massive  corporations 
run  —  and  often  run  well  —  bv  cadres  of  anonymous  managers, 
which  dominate  the  .American  economy,  new  firms  continue  to  ap¬ 
pear  and  grow  under  the  command  of  a  controlling  owner.  I 
believe  that  this  dual  process  has  been  a  continuing  feature  of  the 
American  industrial  eeonomv.  Its  vitality  suggests  that  capitalism 
contains  not  the  seeds  of  its  own  destniction,  but  rather  the  seeds 
of  its  own  regeneration,  that  its  evolution  is  a  cx  clical  one  in  which 
depersonalized,  bureaucratic  anonymity  is  a  stage  often  occupied  by 
individual  finns,  rather  than  the  terminus  of  an  inevitable  linear 
progression  carrying  the  whole  society  toward  some  form  of  bureau¬ 
cratized  socialism  or  fascism. 

The  American  business  landscape  is  dotted  with  firms  that,  while 
highly  bureaucratized  in  structure,  emerged  as  the  institutional  in¬ 
strument  of  some  determined  men.  Many  of  these  firms  are  massive 
in  size,  and  not  a  few  rank  well  up  in  the  Fortune  “500’s”,  Tom 
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Watson’s  IBM,  Edwin  Land’s  Polaroid,  the  Gianninis’  Bank  of 
America,  are  just  a  few  of  the  corporations  that  grew  to  maturity 
while  dominated  hy  an  entrepreneur  who  remained  thoronghh’  in 
command  of  poliev'  despite  relinquishing  day-to-day  control  of 
operations  to  a  staff  of  professional  managers. 

Far  from  diminishing  the  influence  of  the  principal  proprietor, 
the  bureaucratization  of  management  in  fact  made  possible  the 
transformation  of  firms  such  as  Polaroid  from  backyard  enterprises 
into  major  industrial  powers.  In  time  these  individualistic  enter¬ 
prises  ma\’  pass  into  the  hands  of  an  anon\  mous  corps  of  executives 
as  have  so  man)’  before  them,  but  the  transition  usnallx’  signals  the 
death  or  retirement  of  the  proprietor,  rather  than  the  disappearance 
of  opportnnitv.  The  transition  is,  in  short,  more  a  function  of  the 
hnman  life  cxcle  than  of  any  linear  economic  evolution.  Evidenc(* 
of  the  circularity  of  the  process  can  be  seen  in  the  histoi)'  of  a 
variety  of  American  industries.  Under  George  Eastman,  Kodak 
dominated  the  American  camera  market;  today  Kodak’s  most  x’igo- 
rous  rivah-)'  comes  from  Edwin  Land’s  Polaroid.  Billy  Durant’s 
General  .Motors  metamorphosed  into  today’s  behemoth;  around  the 
world  it  competes  with  the  compaii)  firmly  controlU'd  by  Henry 
Ford’s  grandson. 

A  great  many  similar  examples  conld  be  cited,  but  here  I  would 
like  to  focus  on  three:  Andrew  Garnegie  and  Garnegie  Steel;  Howard 
Stoddard  and  the  Michigan  National  Bank;  and  Henrx’  Ford  11,  his 
post-war  revival  of  the  Ford  Motor  Compan\’,  and  his  grand  design 
for  its  overseas  operations.  All  three  demonstrate  the  competitive 
power  that  can  be  generated  by  a  d)  namic  entrepreneur  in  control 
of  a  managerial  bureaucrat)  .  Because  these  examples  span  a  cen¬ 
tury  of  time,  involve  powerful  firms  in  three  different  industries,  and 
include  one  nationwide,  one  statewide,  and  one  multinational  enter¬ 
prise,  they  testify  to  the  perx  asiveness  of  entrepreneurial  resiliency 
and  to  the  tendencx'  of  capitalism  to  find  in  bnreaucracx’  a  source  of 
rcnexval. 

.\Nniu-:xv  Carnegik 

Andrexv  Carnegie’s  career  as  a  steel  manufacturer  presents  the 
prototypical  case  of  an  entrej^reneur  xvho  used  sophisticated  bureau¬ 
cratic  controls  to  poxxcr  an  idt'a  born  of  a  market  perception  into 
a  dominant  manufacturing  reality.'’  In  1875  Carnegie’s  nexvly  con- 

®  For  a  more  lengthy  discussion  of  Carnegie’s  career,  see  Harold  C.  Livesay,  Andrew 
Cnrncfiie  and  the  Uise  of  Hif’  Hwiinesv  ( lioston,  1975).  'rhe  discussion  helow  derives 
largely  from  Chaps.  .3,  fi,  7,  and  S. 
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stnicted  rolling  mill  in  Pittsburgh  began  to  produce  steel  rails  for 
the  expanding  American  railroad  system.  Though  he  launched  his 
firm  in  the  midst  of  America’s  first  industrial  depression  and  had  to 
steer  it  on  a  shakedown  cruise  through  a  period  when,  as  one  of 
his  contemporaries  observed,  “you  could  not  give  awav  a  rolling 
mill,” '  Carnegie  so  successfully  managed  his  enterprise  that  twenty- 
five  years  later  it  produced  more  steel  than  the  entire  British  indus¬ 
try,  and  did  so  at  a  cost  no  competitor  could  match. 

Carnegie’s  success  rested  upon  his  ability  to  transfer  successfully 
into  a  manufacturing  enterprise  the  tcchnicjues  he  had  learned 
during  his  years  (1852-1865)  on  the  Pennsylvania  Railroad  of  J. 
Edgar  Thomson  and  Thomas  Scott.  While  on  the  Penns\lvania, 
regarded  by  most  iiinetecnth-centur)  observers  as  the  epitome  of 
efficient  bureaucratic  management,  Carnegie  learned  two  lessons 
fundamental  to  his  subsecjuent  success.  First,  he  realized  that 
American  railroads  offered  an  enormous  potential  market  for  rails, 
both  for  new  construction  and  replacement,  and  that  the  future 
market  would  be  for  rails  of  steel,  not  iron.  Second,  he  realized 
that  competing  successfully  for  this  market  would  depend  on  the 
abilit\’  to  turn  out  a  high  volume  of  product  at  low  cost,  which  in 
turn  re(juired  choosing  and  evaluating  management  personnel, 
knowing  costs  accurately  at  all  times  through  constant  attention 
to  internal  accounting,  and  reducing  costs  whenever  possible  through 
the  introduction  of  technological  improvements. 

Carnegie  began  adapting  his  railroad  skills  to  the  problems  of 
manufacturing  management  ten  vears  before  the  first  rail  rolled  out 
of  Carnegie  Steel.  In  1862  he  founded  the  Keystone  Bridge  Com¬ 
pany  to  fabricate  and  erect  iron  bridges  for  the  Pennsx'lvania  and 
other  railroads.  In  1865  he  assumed  control  of  the  Union  Iron 
C’ompany,  a  rolling  mill  and  forge  that  jiroduced  plates,  beams,  and 
railroad  axles.  As  he  got  into  the  iron  business,  he  discovered  that 
the  accounting  methods  commonly  used  in  the  industr\,  like  those 
of  most  American  manufacturing  firms  of  the  time,  had  more  in 
common  with  those  of  Medici-era  merchants  than  they  did  with 
the  modern  systems  Carnegie  had  learned  on  the  Pennsylvania. 
From  iron  ore  to  finished  product,  the  materials  moved  through  a 
series  of  porcesscs,  but  Carnegie  “was  greatly  surprised  to  find  that 
the  cost  of  each  of  the  various  processes  was  unknown.  In(|uiries 
made  of  the  leading  manufacturers  of  Pittsburgh  proved  this.  It 
was  a  lump  business,  and  until  stock  was  taken  and  the  books 

•  JiuIUf  James  II.  Heed,  (|(i<>ted  ill  Burton  J.  Ilendriek,  The  l.ifc  of  Amlrcw  Carncf’ic 
(New  York,  1912),  I,  197. 
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balanced  at  the  end  of  the  year,  the  manufacturers  were  in  total 
ignorance  of  the  results. ...  I  felt  as  if  we  were  moles  burrowing 
in  the  dark,  and  this  to  me  was  intolerable.” 

Not  only  did  such  anticjuated  methods  keep  managers  ignorant 
of  the  costs  of  production,  but  they  also  provided  no  way  to  evaluate 
the  performance  of  emphn  ees,  and  left  unchecked  workers’  tenden¬ 
cies  to  waste,  or  even  steal,  the  companv’s  assets.  The  Pennsvlvania’s 
swstem  functioned  so  well  that,  as  a  stockholders’  committee  re¬ 
ported,  the  cost  of  “a  da\  ’s  labor,  of  the  purchase  of  a  keg  of  nails, 
or  the  largest  order  goc's  through  such  a  svstem  of  checks  and 
audits  as  to  make  fraud  almost  an  impossibilitv.”  •'  In  the  iron 
business,  on  the  other  hand,  Carnegie  discovered  owners  “who,  in 
the  office,  would  not  trust  a  clerk  with  five  dollars  without  having 
a  check  upon  him,  were  suppK  ing  tons  of  material  dailv  to  men  in 
the  mills  without  exacting  an  account  of  their  stewardship  by  weigh¬ 
ing  what  each  returned  in  fini.shc'd  form.” 

This  intolerable  situation  Carnegie  at  once  assaulted.  First,  he 
“insisted  upon  such  a  s\stem  of  weighing  and  accounting  being 
introduced  throughout  our  works  as  would  enable  us  to  know  what 
our  cost  was  for  each  process.”  This  in  turn  made  it  possible  “b\-  the 
aid  of  many  clerks  and  the  introduction  of  weighing  scales  through¬ 
out  the  mill”  to  achieve  a  situation  where  “responsibilitv  for  money 
or  materials  |  could  |  be  brought  home  to  ever)’  man,”  and  where 
individual  jierofri nances  could  be  evaluated  bv  seeing  “who  saved 
material,  who  wasted  it,  and  who  produced  the  best  results  . , .  what 
cverv  department  was  doing  , , .  what  each  of  the  many  men  working 
at  the  furnace's  was  doing,  and  .  .  .  compare  one  with  another.”  ” 
This  cost-based  method  of  management,  pioneered  in  the  1840s 
and  1850s  by  railroad  men  such  as  Daniel  McC’allum  of  the  Erie 
and  J,  Edgar  Tliomson  and  Tom  Scott  of  the  Pennsx  lvania,  Carnegie 
emploved  throughout  his  career  iu  manufacturing.  From  the  nascent 
da\’s  of  his  small  Pittsburgh  rolling  mill  through  the  triumphant 
)ears  when  Carnegie  Steel  dominati'd  its  rivals,  he  demanded  a 
continuous  flow  of  cost  data  and  used  the  results  to  make  decisions 
ab(,'ut  men  and  machinery.  “Carnegie  never  wanted  to  know  the 
profits,”  Charles  Schwab  reflected  years  later;  “he  alwa)s  wanted  to 
know  the  cost.”  “Show  me  your  cost  .sheets,”  Carnegie  demanded  of 
his  managers.  “It  is  more  interesting  to  know  how  well  and  how 
cheaply  you  have  done  this  thing  than  how  much  money  you  have 

’‘Andrew  (Tantej'ie,  Autohionniphy  of  Antlri’W  ('(irni'nic  (Hnstnii,  1920),  1:15. 
lii'fHtrt  of  the  l)tfe\tiiiatinti  Coniniittce  of  the  Penn\ijhani<i  Hailrotul,  1871,  p.  102. 
(.’ariii'nie,  Autoltioeruphi),  1.1.5. 

"  (^arnenu-,  Autohionniphij,  1.1.5. 
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made,  because  the  one  is  a  temporar\’  result,  due  possibly  to  the 
special  conditions  of  the  trade,  but  the  other  means  a  permanency 
that  will  go  on  with  the  works  as  long  as  they  last.” 

EmploN’ces  who  reduced  costs  could  expect  rapid  promotions,  in 
some  cases  eventual  elev  ation  to  partnership  in  the  firm.  Those  who 
failed  could  expect  no  mercy.  Carnegie  summarized  this  credo 
once  in  commenting  on  a  suggested  promotion:  “He  may  be  just 
the  man  we  need.  Give  him  a  trial.  That’s  all  we  get  ourselves  and 
all  we  can  give  to  anvone.  If  he  can  win  the  race,  he  is  our  race¬ 
horse.  If  not,  he  goes  to  the  cart.” 

C'a'tiegie’s  unremitting  attention  to  cost  reduction  alsf)  lay  be¬ 
hind  his  revvilutionai)  attitude  toward  technological  improvement. 
Holding  down  jiroduction  expenses  meant  not  only  doing  each  stage 
of  manufacturing  as  cheaplv  as  possible,  but  also  in  forcing  the 
largest  (juantity  of  material  through  the  entire  process  in  the  shortest 
possible  time.  In  addition,  labor  costs  must  be  reduced  or  eliminated 
by  everv  opportunitv.  .\11  this  meant  using  up-to-date  machinery, 
and  accepting  the  capital  cost  involved.  Carnegie  created  the  most 
modern  plant  that  monev  could  buv  by  hiring  Alexander  Holley, 
the  world’s  foremost  expert  on  Bessemer  steel  works,  to  design  and 
build  his  mill.  He  staved  in  the  lead  by  a  .series  of  innovations  in 
techniejue  and  bv  the  constant  replacement  of  obsolete  machinery. 
Thus,  Carnegie’s  firm  pionet'red  in  the  integration  of  all  stages  of 
manufacturing  from  raw  material  to  company-run  sales  offices,  in 
the  use  of  “hard-driving”  in  blast  furnaces,  in  the  use  of  the  Bessemer 
method  and  the  basic  open-ht‘arth  process,  and  in  the  introduction 
of  chemistry  and  metallurgv  to  improv'c  production  techni(jues. 
When  more  modern  competitors  such  as  Homestead  and  Diupiesne 
appeared,  he  absorbed  them  intact  into  his  complex. 

Once  convinced  that  a  new  process  could  save  money,  Carnegie 
never  conceriuxl  himself  with  the  capital  costs,  for  he  thoroughly 
understood  economies  of  scale.  On  the  railroad  this  had  meant 
running  big  trains,  heavily  loaded,  as  fast  as  possible.  In  the  steel 
business,  he  knew,  “(dieapness  is  in  proportion  to  the  scale  of  pro¬ 
duction.  To  make  ten  tons  of  steel  a  dav  would  cost  many  times 
as  much  per  ton  as  to  make  one-hundred  tons. . . .  Thus  the  larger 
the  scale  of  operation  the  cheaper  the  product.”  '  ‘  If  new  e(|uipment 
could  reduce  the  unit  cost  of  product,  it  came  cheap  at  any  price. 


CMkiiIcs  M.  Scliwali,  i|iii>t('(l  in  Davit!  Hrtxly,  Stri-l  Worki-r.s  in  Amt  rica:  The  Sonunion 
I'.rti  ( Canil>ri(l};f,  Mass.,  DKiO),  2;  “Charlit-  Schwali’s  Vii'w  f»f  Aiitlrt-w  C^anifjiif,”  l.itcrarij 
Dififst,  I. XIV  ( Ffhniary,  1!)20),  5f>. 

yiioti  tl  in  ili'iidrii'k.  (hintfuie,  I,  208. 

"  ynnlftl  ill  Jnst-pli  K.  Wall,  Anitrcw  Ciirnrfiir  ( Ni‘\v  Yiirk,  1!)70),  .506. 
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When  the  initial  open-hearth  using  the  Thomas  Basic  Process  proved 
successful,  Carnegie  ordered  six  more  furnaces  constructed  immedi¬ 
ately,  warning  that  “Every  day’s  delay  in  building  ...  is  just  so  much 
clear  profit  lost.”  He  once  ordered  Charles  Schwab  to  rebuild  a 
three-month-old  rolling  mill  at  once  when  Schwab  said  he  had  found 
a  better  design. 

By  adhering  constantl)’  to  his  principle  of  knowing  costs  and 
reducing  them  at  every  turn,  Carnegie  drove  his  firm  to  the  top, 
beat  back  his  comjietitors  as  swiftly  as  they  emerged,  and  set  a 
pattern  of  bureaucratic  management  that  American  industr\’  copied 
widelv.  He  did  so  even  though  he  had  “no  shadow  of  claim  to  rank 
as  inventor,  chemist,  iin  estigator,  or  mechanician,”  and  despite 
his  habit  of  absenting  himself  for  long  periods.  He  made  his  main 
home  in  New  York  after  1867,  and  he  punctuated  his  busiiu'ss 
career  with  world  cruises  and  sabbaticals  in  Scotland.)  Although 
he  reliiKjuished  some  measure  of  control  to  Henrv  Frick  and  later 
to  Charles  Schwab,  he  alway  s  retained  a  majority  shan*  and  exer¬ 
cised  his  power  over  the  firm’s  destiny,  including  its  final  step,  the 
merger  into  United  States  Steel  in  lfK)l. 

That  (Carnegie’s  personal  dynamism  and  policies  permeated  and 
dominated  the  firm’s  vast  bureaucracy,  few  of  his  contemporaries 
doubted.  Nor  can  one  doubt  his  success.  When  he  retired  he  was 
making  more  steel  than  anv  other  company  in  the  United  States, 
and  more  than  an\'  other  countrx’  in  the  rest  of  the  world;  he  made 
it  more  cheaply  than  anyone  else,  knew  the  costs  better  on  the  last 
day  of  business  than  he  had  on  the  first,  and  beat  costs  down  so 
successfully  that  the  last  vear’s  operation  yielded  a  profit  of  $40,000,- 
0(K).  He  molded  his  firm  into  such  a  perfect  instrument  of  his  will 
that  a  Morgan  partner  declared  him  “a  threat  and  im'natx*  to  the 
stec‘l  trade  of  the  United  States.  ”  Elbert  Gar\’,  who  headed  Federal 
Steel,  one  of  Carnegie’s  competitors,  before  becoming  chairman  of 
United  States  Steel,  thought  that  “the  Carnegie  Company  [inightj 
have  driven  entirelv  out  of  business  every  steel  comjianv  in  the 
United  States.”  “I  b(‘lieve  you  would  have  capttired  the  steel  trade 
of  the  world  if  you  had  stayed  in  business,”  Congressman  Stanley 
observed  during  his  committee's  hearings  on  United  States  Steel. 
“I  am  as  certain  of  it  as  I  can  be  . . .  of  anything,”  Carnegie  replied.” 

When  Carnegie  retired,  his  firm  slipped  into  the  bureaucratic 
anonymity  of  the  United  States  Steed  Corporation,  but  he  quit  be- 

'■•Wall,  Ciirncfiir,  .'50). 
llcndrick,  Carncfiir,  I,  20.1. 

'•  \'ari<)us  tcstiinoiiv  pivi-n  to  tiu'  Sfaiilrv  Coiiiiiiitlf»‘,  <|ii(it<'c1  in  Ilciulrick,  Ciinn'fiic, 
II.  MO. 
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cause  he  wanted  to,  not  because  he  had  to.  Had  he  continued,  his 
individualistic  company  could  easily  have  absorbed  or  destroyed  its 
corporate  competitors;  and  since  he  lived  vigorously  for  twenty 
more  years,  there  seems  little  reason  to  doubt  that  he  could  have 
gone  on  had  he  pleased,  whatever  Morgan  partners  and  the  rest  of 
Wall  Street  might  ha\’e  thought  about  it.  His  passing  from  the 
scene  meant  simply  the  end  of  one  man  s  career  in  building  and 
controlling  a  massive  enterprise;  it  did  not  signal  the  end  of  such 
opportunities,  nor  the  last  of  the  men  who  coidd  seize  them. 

Howahd  B.  Stodd.ard 

Forty  years  almost  to  the  day  after  Andrew  Carnegie’s  retirement 
from  hnsiness,  Howard  B.  Stoddard  atmouneed  the  formation  of 
the  Michigan  National  Ihink  with  head(juarters  in  Lansing,  the  state 
capital.  At  its  inception,  Michigan  National  amalgamated  hanks  in 
six  cities  outside  the  Detroit  area:  Lansing,  Flint,  Battle  Creek,  Sagi¬ 
naw,  Port  Huron,  and  Marshall.  Each  of  the  constituent  hanks,  while 
of  considerable  local  importance  prior  to  the  merger,  were  of  minor 
consecjuence  to  hanking  in  the  state  as  a  whole  —  dominated  as  it 
was  l)v  the  big  Detroit  and  Chicago  firms  —  and  were  insignificant 
on  the  national  hanking  scene. 

Despite  these  modest  beginnings,  within  thirt\-  \ears  Michigan 
National  attained  a  position  of  power  and  prestige,  ranking  fourth 
in  the  state  —  largest  outside  Dt'troit  —  and  thirty-sixth  in  the  nation 
in  1972.  During  this  period,  its  rate  of  growth  tripled  the  national 
average  for  hanking  firms,  and  Michigan  National  attracted  indus- 
tr\-wide  attention  for  a  scries  of  marketing  innovations  such  as 
longer  business  hours  (including  full-service  hanking  on  Saturdays), 
drive-in  windows,  mobile  home  financing,  hank  credit  cards,  and 
an  em|)hasis  on  home  mortgages  and  consumer  installment  finance. 
The  Bank  also  pushed  steadilv  ahead  with  inte  rnal  structural  mod¬ 
ernizations  such  as  centralized,  computerized  bookkeeping,  and  it 
followed  Bank  of  .\merica,  the  industry  leader,  in  forging  an  expand¬ 
ing  chain  of  olfices  across  the  stale. 

Stoddard,  like  C>arnegie  before  him,  created  a  bureaucracy  to 
manage  his  firm’s  routine  affairs,  delegating  considerable  author¬ 
ity  to  subordinates.  “We  have  pioneered  in  Michigan  a  system  of 
branch  hanking,”  he  said  in  1952,  “with  centralization  of  policy  hut 
decentralization  of  operating  responsibility  and  authority.  ”  Al- 

Michi^iin  \atitmat  Hank,  Annttal  Ih  ftarf,  1^)52.  Miscfllaiuinis  data  on  size,  oani- 
and  nlHci'S  canu*  from  the  a|)|>n>|)hatr  \olnincs  nf  A/oodf/’.v  Hank  and  Financud 
Manual  and  tiu*  animal  reports  of  Michigan  National  Hank,  on  fill*  at  t)u‘  Hu.sinoss  Admin- 
istration  Lilnan,  l*nivi‘rsit\'  of  Miclii^an. 
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though  he  encouraged  his  subordinates’  innovative  spirit  and  often 
adopted  their  ideas,  the  firm  remained  solidly  under  his  control. 
Its  growth  in  size  meant  not  a  decline  of  his  influence,  but  rather 
the  perfection  of  an  ever  more  potent  instrument  of  his  policy.  In 
making  that  policy  Stoddard,  again  like  Carnegie,  combined  an 
accurate  market  perception  with  a  clear  vision  of  the  kind  of  in¬ 
stitution  necessary  to  capitalize  upon  it,  both  acquired  in  previous 
experiences  in  the  service  of  others.  In  addition,  he  embodied  a 
restless  drive  to  succeed,  a  single-minded  dedication  to  his  business, 
and  an  abilit\'  to  maintain  that  drive  throughout  his  career.  That 
he  succeeded  so  well  despite  the  considerable  handicap  of  having 
entered  the  moncN'  business  with  virtuall)’  no  monev  of  his  own 
testifies  to  his  determined  character  and  his  acute  abilit)’  to  learn 
from  experience.  Moreover,  it  shows  that  the  opportunity  to  found 
an  individual  business  and  maintain  control  over  its  expanding 
bureaucracN-  still  existed  forty  years  after  waves  of  im'rgers  swept 
man\'  family  firms  away  into  the  anonymity  of  corporate  Brob- 
dingnag.  What  was  needed,  as  alwaws,  was  a  man  who  could  seize 
the  chance  and  the  time.  Stoddard  showed  himself  one  such,  not¬ 
withstanding  the  fact  that  much  of  the  knowledge  and  many  of  the 
contacts  that  proved  vital  later,  he  acquired  while  in  the  service  of 
what  critics  have  often  damned  as  the  most  initiative-stifling  bureau¬ 
cracy  of  them  all,  the  Federal  Government. 

Stoddard  was  born  the  same  year  as  United  States  Steel,  1901,  in 
Baker,  Oregon.  The  son  of  a  Mormon  lumberman,  he  t\  pified  in  his 
early  years  manv  Mormon  )  ()ung  men  of  his  time,  emphasizing  hard 
work,  education,  and  the  church.  He  graduated  from  Oregon  State 
University  in  1922,  afti*r  serving  a  \  ear  as  a  missionary  in  Germany, 
Early  in  life  he  manifested  an  interest  in  banking,  reputedly  be¬ 
cause  the  local  banker  had  the  larg(*st  motor  car  in  Baker.  Moreover, 
the  chaotic  nature  of  the  lumber  business  rendered  uncertain  his 
career  prospects.  In  addition,  the  Stoddard  famiK’  was  large  and 
Howard,  with  several  older  brothers  whose  futures  depended  on  the 
family  firm’s  fortunes,  feared  that  timbering  offered  scant  scope 
to  his  ambitions.  In  following  his  star,  he  found  like  many  other 
Mormon  young  people,  that  it  led  him  far  bexond  the  bounds  of 
his  Deseret  homeland.’-' 

After  graduating  from  Oregon  State,  Stoddard  studied  in  the 
Business  School  of  Columbia  University,  where  he  wrote  a  Master’s 
thesis  on  branch  banking.  His  thesis  .showed  that  the  most  significant 

*“  Interview  with  Howard  Stoddard’s  brother,  Waldo  Stoddard,  Grand  Rapids,  Michi- 
jjaii,  June  15,  197.'J;  inUTview  with  Fred  I.avery,  foniur  president,  .Michigan  National  Rank 
of  Flint,  Flint,  Miehi^an,  October  2(>,  1975. 
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influence  on  his  attitudes  toward  banking  structures  had  been 
exerted  by  A.  P.  Ciannini  and  his  Bank  of  America.  Ciannini,  operat¬ 
ing  under  liberal  California  banking  laws  more  closely  attuned  to 
the  loose  traditions  of  the  old  frontier  than  to  the  Americanized- 
English  traditions  codified  in  eastern  banking  statutes,  had  expanded 
his  San  Francisco  firm  into  a  statewide  institution  that  grew  into 
the  largest  in  the  world.  For  many  western  bankers  Ciannini’s  ex¬ 
ample  seemed  more  relevant  to  their  environment  with  its  vast 
areas,  sparse  population,  and  lack  of  large  financial  centers  than  did 
the  unit  banking  system  favored  by  financiers  in  the  East  and  often 
demanded  by  the  eastern  states’  laws.  In  the  West,  chains  of  banks, 
or  branches  of  a  single  bank,  could  often  shift  scarce  capital  to 
areas  where  it  was  needed  but  could  not  be  locally  raised,  a  prob¬ 
lem  that  rarely  plagued  the  institutions  of  the  Mellons  and  Rocke¬ 
fellers  with  their  vast  local  resources  and  markets. 

After  three  years’  ser\'ice  in  the  trust  department  of  Irving  Trust 
Company  in  New  York  and  an  interlude  spent  reorganizing  the 
family’s  affairs  in  Oregon,  Stoddard  moved  on  to  Utah  to  work  for 
the  First  Securities  Corporation  of  Salt  Lake  City.  There  his  faith 
in  the  efficacy  of  chain  or  branch  banking  was  reinforced,  for  First 
Securities  was  one  of  the  foremost  practitioners  of  the  method,  with 
branches  or  affiliates  in  Utah,  Oregon,  and  Idaho.  Moreover,  control 
of  the  firm  lay  in  the  hands  of  the  Eccles  family  and  in  the  particu¬ 
larly  imaginative  mind  of  Stoddard’s  cousin,  Marriner  S.  Eccles,  a 
free-thinker  frequently  at  odds  with  his  more  traditional  banking 
brethren.  Eccles’s  ideas,  like  Giannini’s,  played  a  major  part  in 
shaping  Stoddard’s  views,  as  Stoddard  himself  frequently  stated.^® 
When  he  left  First  Securities  in  19.32,  he  had  already  formed  a  clear 
picture  of  the  ideal  structure  for  a  banking  organization:  it  would 
draw  on  the  small  resources  of  many  people  rather  than  rely  on  the 
massive  wealth  of  a  few,  and  it  would  use  a  chain  of  offices  to  fun¬ 
nel  assets  into  and  out  of  local  communities  as  required.  But  before 
he  could  bring  this  idea  to  fruition  under  his  own  control,  Stoddard 
first  had  to  weather  the  vicissitudes  of  the  Great  Depression. 

In  1932,  Stoddard  accepted  an  invitation  from  Jesse  Jones,  head 

IiittTN'icw  with  MamniT  S.  Kccles,  Salt  Laki-  City,  Utah,  March  17  and  18,  197.3; 
iiitcr\icw  with  James  B.  Alley,  New  York  City,  Fehruary  10,  197.3,  and  with  Joseph 
Verhellc,  Detroit,  Michigan,  October  4,  1973.  Both  AlUy,  who  was  associated  with  the 
Kec^mstruction  Finance  Coqjoratioii  in  19.3.3,  and  V«.rhelle,  then  affiliated  with  the  First 
National  Bank  of  Detroit,  worki-d  closely  with  Howard  Stoddard  during  his  early  years 
in  Michigan;  intersiew  with  Bussell  Fairies,  former  senior  vice-president,  Michigan  National 
Bank,  Lansing,  Michigan,  October  22,  1973.  See  also  Marriner  S.  Eccles,  Beckoning 
Frontiers  (New  York,  19.51).  Virtually  cveiyone  interviewed  si>oke  of  Stoddard’s  admira¬ 
tion  for  and  friendship  with  A.  P.  Ciannini.  Fairies,  who  worked  more  closely  with 
Stoddard  than  anyone,  emphasized  this  influence,  as  did  Stoddard’s  son  and  successor. 
Stanford  G.  Stoddard,  in  several  conversations  in  1972  and  1973. 
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of  the  Reconstruction  Finance  Corporation  (RFC),  to  come  to 
Washington  and  join  the  banking  division.  Jones  soon  dispatched 
him  to  Detroit,  where  the  Motor  City’s  banks,  beset  by  the  decline 
in  the  auto  business  and  weighted  down  with  heavy,  illiquid  invest¬ 
ments  in  residential  mortgages,  faced  imminent  collapse.-’  In  his 
role  first  as  an  RFC  examiner,  then  as  District  Superintendent, 
Stoddard  perceived  the  opportunity  to  develop  a  banking  network 
of  his  own  by  acquiring  sound  firms  in  cities  outside  of  Detroit. 
(In  Detroit,  the  dominance  of  the  local  scene  by  the  automobile 
companies  made  improbable  a  successful  intrusion  by  an  outsider 
with  little  capital. )  But,  since  he  had  no  money  of  his  own  —  in  fact 
he  sent  some  of  his  RFC  salary  to  Oregon  to  pay  off  the  family 
firm’s  debts  —  he  could  for  a  time  do  nothing  to  take  advantage  of 
the  opportunity. 

In  19.35  Stoddard  left  RFC  to  become  vice-president  of  the 
Guardian  Depositors  Association,  which  liquidated  the  assets  of  the 
Guardian  Depositors  Bank  of  Commerce,  In  the  course  of  his  duties 
with  the  Guardian,  Stoddard  dealt  with  the  bank’s  major  depositors 
and  shareholders,  and  one  of  them,  Charles  Bohn,  provided  Stoddard 
with  the  one  element  he  lacked  to  set  his  plans  in  motion,  capital. 
Bohn  himself  presented  an  archetype  of  the  American  entrepreneur- 
capitalist.  Beginning  as  a  foundry  apprentice  in  Ohio,  he  eventually 
developed  a  techniejue  for  casting  aluminum,  foresaw  its  future  as 
a  replacement  for  steel  as  a  manufacturing  component,  and  built  a 
firm  that  became  a  major  supplier  of  aluminum  castings  to  the  auto¬ 
mobile  industry.  As  one  of  the  pioneer  factors  in  the  auto  industry, 
Bohn,  like  Alfred  Sloan,  Charles  S.  Mott,  the  Fisher  brothers,  and 
many  others,  rode  its  flooding  tide  to  a  personal  fortune.  His  native 
shrewdness  preserved  his  wealth  through  the  Great  Crash,  and  his 
restless  urge  for  investment  kept  him  looking  for  chances  to  place 
the  money  to  advantage,  a  chancy  business  in  the  uncertain  eco¬ 
nomic  climate  of  the  Depression.-- 

Stoddard  found  that  Bohn  shared  his  optimism  about  the  future 
of  the  country  as  a  whole  and  of  Michigan  as  an  industrial  center. 
He  persuaded  Bohn  of  the  efficacy  of  his  banking  plan,  and  Bohn 
in  effect  provided  a  blank  check  to  buy  the  stock  of  banks  of  Stod¬ 
dard’s  choosing.  Between  1935  and  1940,  the  partners  gradually 
acquired  a  controlling  interest  in  the  six  banks  that  eventually  be- 

The  Petroit  banking  crisis  frightened  the  national  financial  eoininnnity  at  the  time, 
and  has  received  much  scholarly  attention  in  seseral  fields.  For  a  fine  account,  listing 
the  more  im|)ortant  sources,  see  Susan  Estahrook  Kennedy.  The  Banking  Crisis  of  1933 
(Lexington,  Kentucky,  1973). 

““Alley  interview;  Fairies  interview. 
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came  Michigan  National.  Bohn  himself  played  no  role  except  that 
of  capital  source,  leaving  everything  else  to  Stoddard.  Stoddard 
largely  escaped  public  notice  until  he  became  president  of  Lansing 
National  Bank  in  January,  1940.  Lansing,  which  enjoyed  a  relatively 
stable  economy  as  the  site  of  the  state  government  and  Michigan 
State  University,  and  which  was  geographically  central  to  the  other 
banks,  offered  an  ideal  location  for  the  new  firm’s  headquarters.  In 
November  1940,  the  Comptroller  of  the  Currencv  consented  to  the 
merger  of  Stoddard’s  six  hanks  into  one.  Russell  Fairies,  one  of 
Stoddard’s  ass(K“iates,  used  a  form  copied  from  Bank  of  America’s 
to  consolidate  the  books,  and  the  new  Michigan  National  Bank, 
“Owiu'd  In  .Michigan  capital,  operated  by  .Michigan  directors," 
opened  on  the  first  business  day  of  1941.-'’ 

From  the  first  day  Stoddard  pushed  on.  Aided  hv  the  expanding 
wartime  economv,  which  brought  renewed  strength  to  Michigan’s 
industrial  backbone,  the  firm  steadilv  increased  its  number  of  offices 
and  its  resources.  Adding  hanks  in  Detroit,  Flint,  Grand  Rapids, 
and  Battle  Creek,  as  well  as  in  Grand  Ledge  and  other  smaller 
cities,  the  Bank’s  resources  grew  from  $57,(KX),(KK)  at  the  opening 
to  over  $1,20(),()(K),(KX)  thirtv  vears  later.  Earnings  expanded  nearly 
as  much,  from  $608, (KK)  in  1941  to  $11,0(K),0(X)  in  1970,  because  Stod¬ 
dard  policies,  implemented  through  his  firm’s  bureaucratic  struc¬ 
ture,  assured  that  efficienev  did  not  get  sacrificed  to  size.  In  fact, 
in  1972,  when  Michigan  National  ranked  thirty-second  among  all 
United  States  banks  (its  highest  position  up  to  that  time),  it 
stood  first  in  net  income  as  a  percentage  of  equity,  and  has  con¬ 
sistently  ranked  in  the  top  ten  in  this  critical  category.-^  Michigan 
National  provided  the  state  with  its  only  chain  bank,  thus  bringing 
back  east  a  techni(jue  developed  in  the  West,  and  providing  an  ex¬ 
ample  of  a  peculiarly  American  historical  process  in  which  ideas 
born  in  the  frontier  wave  rebounded  off  the  western  perimeter  and 
rolled  hack  across  the  countr) . 

In  addition  to  expanding  his  area  of  coverage,  Stoddard  maxi¬ 
mized  the  offices’  potential  by  increasing  their  accessibility.  First, 
in  December  1946,  came  longer  banking  hours.  This  innovation, 
too,  originated  in  the  West,  and  before  trying  it  Stoddard  and  Fairies 
traveled  to  Oregon  to  see  it  in  operation.  Stoddard  returned  de¬ 
termined  to  “close  when  the  merchants  close.”  The  Flint  office 
opened  from  9:30  to  4:30  Monday  through  Friday,  and  from  9:00 
to  12:30  on  Saturday.  Success  in  Flint  led  to  longer  hours  as  a  com- 
n>ui. 

ifhiiidn  Xiitioniil  Bank,  Annual  Report,  1970;  Fortune’s  top  list  of  the  50  commer¬ 
cial  hanks  for  1972,  in  the  July,  197.'i  issue. 
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pany-wide  policy.  Stoddard  opened  the  first  drive-in  bank  in 
Saginaw  in  1949;  eight  years  later  40  per  cent  of  all  Saginaw  bank 
business  came  through  such  windows.-’’ 

Stoddard  constantly  sought  new  ways  to  generate  revenue.  Mobile 
home  financing,  although  derided  by  one  Boston  banker  as  “a 
chattel  mortgage  on  sardines  in  the  ocean,”  was  urged  on  him  by 
his  brother  Waldo,  who  was  convinced  that  it  was  as  safe  as  any 
other  home  mortgage.  It  became  a  bonanza.  Another  of  Waldo’s 
suggestions,  that  Michigan  National  emulate  Bank  of  America’s 
Bank  Americard,  resulted  in  the  creation  of  Michigan  Bankard, 
another  winner. 

To  monitor  this  expanding  network  of  offices  and  ser\'ices,  Michi¬ 
gan  National  became  the  first  midwestern  bank  to  install  centralized, 
computerized  accounting  for  all  its  branches.  This  s)stem,  origin¬ 
ally  suggested  by  an  officer  of  the  Grand  Rapids  branch,  offered  a 
double  appeal  to  Stoddard.  First,  new  branches  could  be  (piickly 
and  easily  “plugged  in”  to  the  central  computer  and  their  operations 
closely  watched  from  the  outset.  Second,  the  computer  system  gave 
Stoddard  a  steady  flow  of  complete  statistical  information  in  a 
form  that  facilitated  constant  comparisons  between  branches  and 
between  different  t\  pes  of  investments,  however  large  and  diverse 
the  firm’s  activities  became.  Like  Carnegie,  Stoddard  depended 
heavily  upon  such  statistical  comparisons  to  evaluate  performances, 
and  he  looked  over  the  accounts  on  an  almost  daily  basis.-'’’ 

Stoddard’s  abilit\’  to  use  his  growing  firm  effectively  depended  on 
this  close  personal  control.  He  was  not  content  to  rel)’  sole!)'  on 
statistics,  however.  He  left  most  decisions  on  loan  policy  to  the 
branch  officers,  believing  that  they  knew  local  conditions  best,  and 
judged  their  decisions  largely  by  results;  but  this  decentralized  au¬ 
thority  operated  within  strictly  defined  limits  and  under  close 
scrutiny.  Loans  over  $100,000  had  to  be  referred  to  head(juarters  for 
approval.  In  addition,  Stoddard  maintained  a  polic)'  —  only  rarely 
omitted  —  of  attending  the  first  monthly  meeting  at  each  of  the 
major  branches.  His  comments  there  helped  mold  his  local  surro¬ 
gates  into  loan  officers  who  understood  his  philosophy  and  carried 
it  out.-^  Under  such  circumstances,  dissent  or  disobedience  was  im¬ 
possible  to  conceal,  while  at  the  same  time  subordinates  had  fre¬ 
quent  opportunities  to  present  new  ideas  to  the  one  man  with  the 
authority  to  sanction  them. 

Fairies  interview;  Flint  Journal,  December  1,  194fi;  Salt  Lake  Tribune,  March  24, 

1949. 

Fairies  interview. 

Interview  with  M.  F.  Cotes,  Palm  Beach,  Florida,  March  4,  1973. 
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Finally,  Stoddard  con\’ened  a  monthly  meeting  of  the  central 
board,  consisting  of  the  chief  officers  of  each  bank.  There  the  suc¬ 
cess  or  failure  of  various  local  projects  was  discussed  for  the  pur¬ 
pose  of  guilding  future  policy  throughout  the  system.  Stoddard 
considered  these  meetings  so  important  that  he  never  missed  one, 
scheduling  even  the  most  extensive  trips  abroad  so  as  to  return  in 
time. 

When  Stoddard  died  in  1971,  his  policies  had  proved  their  worth 
many  times  over,  despite  the  fact  that  they  often  outraged  his 
competitors  and  frightened  the  state  bank  examiners.  Though  his 
firm  never  expanded  beyond  Michigan  boundaries,  its  innovative 
policies  attracted  the  attention  of  banks  everywhere,  often  receiving 
the  ultimate  compliment  of  imitation. 

Like  Carnegie  before  him,  Stoddard  adapted  skills  learned  in  the 
service  of  another,  larger  institution  to  the  needs  of  his  own  enter¬ 
prise  and  created  a  powerful  combination  of  personal  enterpre- 
neurship  and  bureaucratic  management.  Unlike  Carnegie  who  had 
no  heir  or  successor,  Howard  Stoddard  passed  his  domain  on  to  his 
son,  Stanford  C.  Stoddard,  who  has  continued  along  the  path  his 
father  laid  out  and  has  added  goals  of  his  own.  Big,  bureaucratized, 
but  still  personally  run,  Michigan  National  Bank  continues  to  grow 
in  size  and  efficiency,  and  shows  no  sign  of  disappearing  or  of  being 
absorbed  by  its  corporate  competitors. 

Henry  Ford  H 

Henry  Ford  H’s  ability  to  shape  the  Ford  Motor  Company  into 
an  instrument  of  his  personal  policy  and  an  embodiment  of  his 
world  view  presents  the  most  astounding  such  case  in  the  history 
of  American  business.  Given  the  company’s  enormous  size  (con¬ 
sistently  one  of  the  ten  largest  corporations  in  the  world),  and  the 
global  scope  of  its  operations  ( producing,  assembling,  or  marketing 
in  more  than  fifty  countries,  it  sells  more  vehicles  outside  of  North 
America  than  any  other  U.S.  firm).  Ford  Motor  Company  obviously 
could  not  exist  without  a  complex  managerial  bureaucracy  to  co¬ 
ordinate  product  development,  purchasing,  production,  and  sales. 
If  ever  a  firm  existed  whose  stnicture  would  appear  to  present  an 
insuperable  obstacle  to  individual  domination.  Ford  would  seem 
a  prime  candidate.  In  fact,  the  contrary  situation  prevails.  Despite 
the  obvious  and  nect*ssary  delegation  of  much  authority  to  subordi¬ 
nate  management,  it  remains  clear  both  to  industry  observers  and  to 
company  employees  from  the  President  in  Dearborn,  Michigan,  to 
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the  plant  manager  in  Wellington,  New  Zealand,  that  the  boss  is  the 
man  who  sometimes  reminds  them,  “my  name  is  on  the  building.” 

Henry  II’s  achievement  looms  even  larger  in  light  of  the  circum¬ 
stances  of  his  carl)’  )  ears  at  the  head  of  the  company.  In  the  fall  of 
1945,  when  he  succeeded  his  legendary  grandfather  as  president. 
Ford  Motor  Company  was  sliding  rapidly  down  the  razor  blade  of 
business  life,  headed  toward  an  insignificant  place  in  the  industry, 
if  not  to  bankruptcy  or  oblivion  through  sale  to  a  competitor.  It 
was  not  a  matter  of  not  being  able  to  produce  cars,  but  of  not  know¬ 
ing  what  they  cost.  The  company  had  no  cost  accounting  system 
whatever;  in  its  entire  history  it  had  empUn  ed  no  more  sophisticated 
method  of  learning  unit  cost  than  dividing  the  number  of  units 
produced  into  the  )  ear’s  total  expenditures.  In  fact,  the  company 
was  run  in  1945  the  same  way  Carnegie  had  found  the  iron  indus¬ 
try  in  1865,  as  “a  lump  business.” 

P'or  a  long  time,  of  course,  there  had  not  been  an)’  need  to  know 
costs;  so  long  as  new  plants  and  bank  balances  kept  going  up,  ex¬ 
penses  were  obviously  well  below  income.  Plentv  of  great  fortunes 
have  been  made  —  b)’  English  textile  manufacturers,  for  example  — 
in  blissful  ignorance  of  costs.  Ilenrv  Ford’s  was  not  the  first,  though 
it  was  surely  the  greatest  and  very  likely  the  last.  When  the  time 
arrived  —  probably  during  the  declining  auto  market  of  1920  and 
thereafter  —  when  such  information  became  important,  the  older 
Ford  ajiparentlv  did  not  care  to  know  costs  and  did  not  trv  to  find 
them  out.  For  one  thing  Ford,  like  Edison  and  many  other  con¬ 
temporary  industrialists,  was  not  intrigued  by  money  per  se  and 
was  not  motivated  by  it.  For  another,  for  all  that  he  was  a  twentieth- 

rile  Kurd  Motor  Cloni'iaiiy’s  post-war  rcsival  ao<l  llfiiry  Ford  II’s  rolf  thorciii  has 
been  the  subject  of  a  series  of  Fortune  maf'a/inc  articles,  inchidiiif;  “Rebirth  of  Ford" 
(May,  UMT),  "Ford’s  lijjht  for  First”  ( Septenilx'r,  195-1 ).  “II’s  a  New  Kind  of  Ford 
Motor  (aiinpaiiy"  (February,  1992),  “There’s  a  New  fleneration  of  Whiz  Kids  at  F'ord” 
(January,  19()7),  and  "llenr\'  Ford,  Superstar”  (May,  1973),  as  well  as  a  plethora  of 
other  articles  in  journals  in  the  United  States  and  abroad.  The  rpiotation  from  Henry 
Ford  II  is  in  Fortune,  January,  19f>7;  statistical  data  and  other  factual  information  also 
was  taken  from  the  Fortune  series.  For  a  Ford  presidr'iit’s  \iew  of  Henry  Ford  II’s  printacy 
see  the  statement  by  .Arjay  Miller  cited  in  footnote  -33  below.  The  opinion  of  the  “other 
ranks”  is  part  of  the  information  I  collecterl  in  a  series  of  interviews  with  Ford  Motor 
Company  manat;einent  personnel,  past  and  present,  in  Kiirope,  .Australia,  and  New  Zea¬ 
land  in  the  spring;  and  snininer  of  197-5,  some  arranged  by  the  company  itself;  some  set 
up  by  me  indeiiendently.  These  interviews  covered  a  wide  ran(je  of  people  in  rank,  in 
type  of  responsibility,  and  in  nationality,  ran^iii);  from  Frank  Krdman,  the  American  Presi¬ 
dent  of  Ford  .Asia  Pacific  and  Rrian  S.  Int’lis,  Australian  Manapint'  Director  of  F'ord 
Australia,  to  industrial  relations  people  on  the  shop  floor  and  junior  accountants  in  Ford 
of  Kurope  ollici's,  including'  Knt;lishnien  in  New  Zealand,  Cennans  in  Rritain,  and  so  on. 
They  included  members  of  all  three  of  Ford’s  functional  divisions:  Product  Development, 
Production,  and  Sales.  Their  universal  spirit  of  cooperation  characterizes  a  Ford  Motor 
Company  willingness  to  sidiject  itself  to  a  study  of  its  past  aiul  present  that  is  unusual 
ainoii)'  American  corjrorations  and  uniipie  amoii);  American  automobile  manufacturers.  I 
am  grateful  to  them  all,  and  particularly  to  Ken  Dowling;  and  Stuart  Knowiton  of  the 
Ford  Management  Trainiiif;  Program  at  World  Headipiarters  in  Dearhoni.  These  gentle¬ 
men  not  oidy  encouraged  my  study,  hut  bore  the  brunt  of  making  the  complex  arrange¬ 
ments. 
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century  technician  whose  skills  did  much  to  modernize  the  world 
he  lived  in,  and  for  all  his  prescience  about  economies  of  scale  and 
the  potential  mass  markets  for  automobiles.  Ford  had  essentially  a 
nineteenth-century,  in  some  senses  even  an  eighteenth-century,  busi¬ 
ness  mind.--’  He  focused  his  efforts  on  design  and  production  of  a 
utilitarian  vehicle  and  let  costs  take  care  of  themselves. 

Such  a  system  had  served  well  enough  in  the  halcyon  days  of  the 
Model  T  but  had  grown  increasingly  inadequate  under  the  com¬ 
petitive  onslaught  of  General  Motors,  where  Alfred  Sloan  and  his 
associates  had  installed  cost  controls  that  Carnegie  would  have  en¬ 
vied,  and  had  added  to  them  the  techniques  of  forward  planning 
based  on  market  forecasting.  Ford  Motor  Company  not  only  had 
no  market  forecasting  capability,  but  could  not  have  used  the  in¬ 
formation  if  it  had.  Prior  to  1946,  no  one  at  Ford  had  any  idea  what 
it  cost  to  produce  a  car.  Moreover,  above  the  plant  manager  level, 
where  old  hands  like  Meade  Bricker  kept  production  moving,  the 
company’s  lines  of  authority  disappeared  into  a  chaos  of  untitled 
executives  who  had  no  clear-cut  responsibilities  and  whose  posi¬ 
tions  often  depended  not  on  abilitv  but  on  their  personal  relation¬ 
ships  with  Harry  Bennett.  Bennett,  who  rose  from  head  of  Ford’s 
notorious  plant  protection  forces  to  a  murky  but  powerful  role  as 
the  elder  Henry  Ford’s  trusted  confidante,  had  no  ability  to  manage 
such  an  enterprise. 

In  such  chaotic  circumstances  only  the  enormous  cash  reserves 
and  the  residual  good  will  of  dealers  and  customers,  built  up  during 
the  firm’s  prewar  years,  kept  it  afloat  until  the  younger  Henry 
Ford  arrived  at  the  top.'”*  It  was,  in  fact,  the  frightening  decline  of 
those  cash  reserves  that  provided  indisputable  evidence  of  the 
conipam’s  disintegrating  eflBciency.  That  its  products’  popularity 
had  already  declined  was  shown  by  the  fact  that  Ford  Motor, 
which  once  made  more  cars  than  the  rest  of  the  industry  combined, 
had  slipped  to  third  position  behind  General  Motors  and  Chrysler. 
Complicating  this  toilsome  situation  was  the  fact  that  Ford  faced 

Ford  bflicxfil.  for  fxanipk-,  that  jwoplo  essentially  Ixnif'ht  what  they  needed, 
ratluT  than  what  they  wanted,  that  is  thr-y  houttht  cars  for  utilitarian  rather  than  aesthetic 
reasons.  Like  Caniej'ie,  he  thoiij’ht  the  market  was  infinitely  elastic,  that  is,  you  could 
always  sell  all  you  could  make  if  you  cut  the  prici'  enough.  These  attitudes  contrast 
strongly  with  those  of  more  modern  industrialists  such  as  James  B.  Duke  of  American 
Tohacco,  who  built  an  empire  selling  a  product  that  no  one  “needed”  by  persuading 
pc-ople  that  they  wanted  it,  and  Alfred  Sloan,  who  restructured  General  Motors  to  produce 
a  limited  number  of  cars  at  various  prices,  based  on  costs,  maximum  return  on  investment, 
and  advance  estimates  of  market  size  at  specific  price  levels.  I  hope  to  explore  these 
contrasting  views,  their  origins  and  implications  in  a  future  paiK'r. 

My  father,  and  his  father  before  him,  for  example,  would  buy  nothing  but  Fords, 
and  probably  would  have  done  so  had  they  fieen  made  of  peanut  butter.  The  number 
of  such  die-hards  was  astonishing,  but  not  enough  to  keep  the  company  abreast  of  the 
competition. 
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the  complex  problem  of  reconverting  to  peacetime  production 
quickly  enough  to  take  advantage  of  consumer  demand  dammed  up 
through  four  years  of  war. 

To  confront  this  task  Henry  Ford  II,  then  28  years  old,  had  paper 
credentials  that  could  only  charitably  have  been  called  modest.  Ed¬ 
ucated  at  Yale,  he  had  switched  from  engineering  to  sociology  be¬ 
cause  the  former  curriculum  proved  “too  tough.”  He  had  come 
home  to  Detroit  in  1940  and  gone  to  work  in  the  plant,  learning  the 
business  as  a  “grease  monkey  in  the  experimental  garage  and  a 
checker  in  the  dynamometer  room.”  In  1941  he  entered  the  Navy; 
in  1943  he  returned  to  the  company,  where,  like  so  many  other 
Ford  executives,  he  had  no  defined  duties.  Between  his  return  in 
1943  and  his  assumption  of  the  presidency  in  1945,  young  Ford, 
who  declared  himself  “green  and  searching  for  the  answers,”  '**  ap¬ 
parently  found  much  of  what  was  wrong  and  pinpointed  the  source. 
Given  his  age  and  lack  of  experience,  however,  this  knowledge 
scarcely  qualified  him  technically  for  the  necessary  task  of  house¬ 
cleaning  and  rebuilding. 

What  he  did  have,  however,  as  he  soon  proved,  were  certain  in¬ 
definable  qualities.  First,  he  had  his  heritage  in  the  automobile 
business;  he  had  been  raised  in  it  and  had  never  expected  to  follow 
any  other  career.  Detroit,  where  car-building  is  often  called  “a 
disease,  not  a  profession,”  considers  no  amount  of  technical  skill 
or  bureaucratic  finesse  adequate  unless  there  is  a  dose  of  gasoline 
in  the  blood,  and  this  Henry  1 1  certainly  had.  Second,  he  had  a 
goal  —  perhaps  a  vision  would  have  been  a  more  apt  description 
tinder  the  circumstances  —  of  returning  his  company  to  its  former 
pre-eminent  position  in  the  industry,  while  retaining  it  firmly  as  a 
family  concern.  Third,  he  had  a  clear  view  of  his  abilities  and 
limitations.  He  at  once  set  out  to  do  the  things  he  could  and  hire 
the  right  people  to  do  the  rest. 

As  a  first  step  he  fired  Harry  Bennett  and  his  cronies,  then 
rounded  up  a  stable  of  loyal  old  Ford  hafids  such  as  Meade  Bricker, 
Jack  Davis,  Ernest  Kanzler,  and  John  Bugas  to  advise  him  and  to 
begin  the  job  of  shoring  up  the  structure.  Reaching  outside  the 
organization,  he  engaged  Earl  Newsome,  a  public  relations  special¬ 
ist,  and  Elmo  Roper,  the  public  opinion  poller,  to  aid  in  the  task 
of  restoring  the  company’s  image.  None  of  these,  however,  could 
tackle  the  most  pressing  task,  that  of  installing  a  cost  accounting 
system,  analyzing  the  results,  and  applying  tourniquets  to  the  hem- 

•''*  Fortune,  Mav.  1947. 

“  Ibid. 


434  BUSINESS  HISTORY  REVIEW 


orrhages.  What  Ford  Motor  Company  needed  was  a  system  like 
General  Motors’,  and  to  get  it  Ford  recruited  a  team  of  GM- 
trained  executives.  First  came  Ernest  Breech,  who  left  the  presi¬ 
dency  of  Bendix  Aviation  to  become,  first.  Ford’s  Executive  Vice- 
President,  and  then  President  when  Henry  Ford  II  became  Chair¬ 
man  of  the  Board.  Breech  and  Ford  then  recruited  Harold  Youngren 
as  chief  engineer,  Lewis  Crusoe  to  handle  finance,  and  Del  Harder 
to  take  charge  of  production. 

Crusoe  at  once  set  out  to  discover  the  company’s  costs,  and  soon 
determined  that  they  added  up  to  a  loss  of  $62  per  car  sold,  an 
average  of  $10,000,000  a  month  in  the  first  half  of  1946.  Even  this 
figure  was  an  estimate,  as  the  company’s  staff,  unaccustomed  to 
furnishing  the  necessary  information,  had  to  be  retrained  to  the  new 
policy.  This  took  some  time,  so  for  many  months  Ford  and  Crusoe 
had  to  continue  to  .‘ely  on  cash  balances  as  the  ultimate  gauge  of 
the  company’s  fortunes. 

As  component  costs  became  accurately  quantified.  Breech’s  team 
assaulted  them  across  the  board  bv  revamping  the  companv’s  plant 
with  a  dedication  that  Carnegie  would  have  reli.shed  —  spending 
$4,000,000,000  between  1945  and  1962  —  and  by  using  comparative 
cost  data  to  demand  improved  performance  from  management.  By 
the  end  of  1946,  the  company  had  returned  to  a  profit-making  basis, 
although  it  was  not  until  1952  that  Breech  felt  confident  enough 
of  the  company’s  hold  on  costs  to  contemplate  with  equanimity 
the  possibility  of  a  price  war  with  Chevrolet.  By  the  time  Breech 
retired  in  the  summer  of  1960,  the  company  had  become  a  solid, 
consistent  profit  maker,  and  had  regained  the  number  two  position 
in  the  industry,  even  outselling  Chevrolet  in  1957  and  1959.'‘^ 

By  the  time  Breech  departed,  the  company’s  top  echelons  had 
become  the  province  of  a  new  generation  of  Ford  executives.  Some 
of  the  new  men  came  from  the  ten  so-called  “Whiz  Kids’’  who  had 
joined  Ford  Motor  as  a  team  from  the  Army  Air  Force’s  statistical 
control  unit  after  World  War  II.  These  included  Robert  McNamara 
and  Arjay  Miller,  Breech’s  two  immediate  successors  as  President, 
and  J.  Edward  Lundy,  currently  an  Executive  Vice-President.  More 
important.  Breech’s  retirement  signaled  the  end  of  Henry  Ford 
H’s  self-imposed  apprenticeship  at  the  head  of  his  own  company. 
As  Breech  himself  said,  “Henr)’  doesn’t  need  me  any  more.”  Even 
before  Breech’s  departure.  Ford  had  taken  an  active  part  in  his 
company’s  affairs,  not  only  in  broad  policy-making,  but  also  at 


“  Ihid. 

Fortum-,  F<‘l)niar\',  1962. 
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as  they  might  be,  such  organizations  had  horizons  too  limited  to  deal 
with  “the  day  | which]  might  not  be  far  off  when  organizations  even 
of  the  scope  of  North  America  and  Europe  will  prove  too  lim¬ 
iting.”  Furthermore,  the  national  companies’  facilities,  all  but 
a  few  of  which  were  located  in  the  industrialized  countries  of 
the  w'orld,  could  not  hope  to  penetrate  the  potential  markets  of  the 
underdeveloped  world,  where  the  people,  “deeply  committed  to 
fast  industrialization”  demanded  local  manufacture  or  assembly  as 
a  prerecjuisite  for  doing  business.  “Whether  w'e  like  it  or  not,” 
Ford  declared  in  1961,  “.\frica,  Latin  .\merica,  and  Asia  are  going 
all-out  into  the  industrial  age.  ...  If  we  want  to  share  in  those 
markets,  rich  and  vast  as  they  will  someda)’  surelv  be  .  .  .  we  are 
going  to  have  to  go  in  w'ith  our  tools  and  know-how  and  help  them 
get  the  things  they  want.” 

In  these  statements  and  others.  Ford  revealed  that  he  was  more 
than  a  parochial  .Xmerican  industrialist;  he  was  an  internationalist 
who  saw’  the  whole  world  as  a  ]M)tential  market  for  Ford  products. 
Widelv  traveled  in  the  service  of  the  companv  (he  made  trips  to 
Europe  in  1948  and  1952,  and  fref|uently  thereafter  traveled  around 
the  world  to  the  company’s  facilities),  he  broadened  his  perspec¬ 
tive  as  an  alternate  delegate  to  the  United  Nations  in  the  early 
195()s,  Robert  McNamara,  speaking  not  onlv  of  his  experiences  with 
Ford  at  the  company  but  also  as  head  of  the  World  Bank,  declared, 
“there’s  no  doubt  that  he’s  one  of  the  best  informed  businessmen  in 
the  U.S.  on  the  rest  of  the  w'orld.” 

Like  his  grandfathers.  Ford’s  w'orld  view  envisioned  a  global 
market  for  automobiles;  not  a  market  in  which  American  manufac¬ 
tures  could  plunder  less  fortunate  peoples,  but  rather  one  in  which 
.American  industry  stood  to  benefit  from  worldwide  industrial  pros¬ 
perity  in  a  climate  of  free  trade.  In  the  1920s  the  elder  Ford  said, 
“We  ought  to  wish  for  every  nation  as  large  a  degree  of  self-support 
as  possible.  Instead  of  wishing  to  keep  them  dependent  upon  us 
for  what  w'e  manufacture,  we  should  w'ish  them  to  learn  to  manu¬ 
facture  themselves  and  build  up  a  solidly  founded  civilization.”^’ 
Forty  years  later,  his  grandson  called  upon  American  firms  “to  go 
in  w  ith  our  tools  and  know-how  and  help  them  get  the  things  they 
want.”  He  had  already  publicly  advocated  free  trade  in  an  indus¬ 
trializing  world:  “I  believe  this  country  should  step  forth  boldly  and 
lead  the  world  toward  freer  trade.  ...  We  need  competition  the 

Ihid. 

•"*  Oiiolfcl  ill  Wilkins  and  Hill,  American  Hu.sincsn,  414. 

*"  Fart  tine.  May.  1971. 

*'  •'>  Wilkins  and  Hill,  Amcricart  Hiisincs.t,  l.S'l. 


ENTREPHENEUHIAL  PERSISTENCE  437 


world  over  to  keep  us  on  our  toes  and  sharpen  our  wits.  The  keener 
the  competition,  the  better  it  will  be  for  us.  .  .  .  People  cannot 
keep  on  buying  from  us  unless  we  buy  from  them,  and  unless  in¬ 
ternational  trade  can  go  on,  our  business  will  stagnate  here  at 
home.^- 

•  In  the  1960s  Ford  transformer!  the  structure  of  his  overseas 
alRliates  according  to  his  philosophy  of  maximizing  the  advantages 
of  free  trade  and  penetrating  markets  in  the  underdeveloped  world 
by  creating  local  manufacturing  facilities.  Specifically  this  resulted 
first  in  the  coordination  of  Ford  of  England  and  Ford  of  Germany  by 
Ford  of  Europe,  and  a  unified  product  line  and  design  to  optimize 
the  advantages  of  the  emerging  European  free  trade  communities; 
and  second,  in  the  creation  of  Ford  Asia-Pacific  (FASPAC)  to  de¬ 
velop  and  produce  vehicles  for  the  southeast  Asian  market  includ¬ 
ing,  if  possible,  Japan.  Both  organizations  embodied  a  heavy  de¬ 
pendence  on  a  polic)’  (called  “complementation”  by  Ford  .Asia- 
Pacific)  of  cross-hauling  components  from  specialized  parts  plants 
in  various  countries  to  strategically  located  assembly  plants.^^  Both 
organizations  resulted  from  plans  prepared  by  the  Ford  staff  at 
Henry  Ford  IPs  instigation.  He  accepted  the  jdans  not  because 
they  offered  the  only  alternatives  (both  General  Motors  and  the 
Japanese  manufacturers  employ  a  different  method),  but  because 
they  combined  the  prospect  of  profit  with  a  company  stnicture 
consonant  with  his  personal  beliefs. 

In  implementing  the  plans  for  global  organizations,  the  company 
benefited  from  steps  already  taken  by  its  chairman.  In  1948,  Ford 
had  instructed  his  overseas  subsidiaries  to  sell  world-wide  in  any 
market  they  could  find.  During  the  19.50s  he  began  buying  up  the 
affiliates’  stock,  much  of  which  had  been  sold  to  local  investors  dur¬ 
ing  the  1920s.  Bv  1962  the  parent  company  owned  75  per  cent  of 
Ford  of  Canada,  99  per  cent  of  Ford  of  Germany,  and  100  per  cent 
of  Ford  of  England.  In  1961,  already  sure  of  uncpiestioned  control 
of  the  subsidiaries,  he  took  further  steps  toward  an  integrated  global 
structure,  stepping  up  overseas  investment  so  that  for  the  first  time 
it  exceeded  domestic  capital  expenditure,  and  informing  his  sub¬ 
ordinates  that:  “In  order  to  further  the  growth  of  our  world-wide 
operations,  each  purchasing  activity  of  the  Company  or  an  affiliated 
company  should  consider  .  .  .  sources  of  supply  not  only  in  its 
country  but  also  sources  located  in  other  countries.”  To  break 

Ouoted  ill  ihid.,  404. 

<■*  Ford’s  );Iol)iiI  plans  also  include  the  inte^'ration  of  extensive  facilities  in  Latin  Amer¬ 
ica,  hut  space  precludes  discussing'  thc’iii  hi’re. 

Quoted  in  Wilkins  and  Hill.  American  Business,  423. 
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down  local  resistance  to  the  new  policies.  Ford  dispatched  American 
executives  to  key  posts  abroad.  In  1962,  for  example,  Americans 
headed  eight  of  the  twelve  European  sales,  assembly,  and  manu¬ 
facturing  companies. 

In  Europe,  Ford  of  England  and  Ford  of  Germanv  were  in  effect 
super  overseas  operating  divisions  by  1966,  still  functioning  highly 
autonomously  although  plugged  into  the  Dearborn  staff  for  techni¬ 
cal  assistance.  Each  company  produced  a  wide  range  of  vehicles 
that  duplicated  and  competed,  but  that  used  no  common  parts.  Each 
compan)'  operated  profitably  and  gave  Ford  Motor  a  viable  entity 
in  each  of  the  European  free  trade  groups,  the  Common  Market  and 
the  European  Free  Trade  .Association  (EFT.A);  nevertheless,  Henry 
Ford  II  found  this  arrangement  wasteful  and  inadecjuate.  He  ac¬ 
cepted  a  staff  plan  of  reorganization  and  authorized  Ford  of  Europe 
to  coordinate  the  integration  of  the  European  companies  into  a 
single  unit,  producing  a  single  line  of  cars  assembled  from  common 
parts  flowing  from  all  over  the  region.*'’  “Implicit  in  this  change,” 
he  said,  “was  a  growing  recognition  that  the  entire  Company  needed 
to  think  more  and  more  in  world-wide  terms  and  that  the  foreign 
subsidiaries  no  longer  could  be  thought  of  as  a  collection  of  individ¬ 
ual  national  organizations.  This  was  particularly  true  of  Europe, 
where  eventual  expansion  of  the  common  market  seemed  certain 
to  re(|uire  a  strongly  integrated  approach.” 

In  the  yt'ars  since  1967,  Ford  of  Europe  has  moved  steadily 
toward  its  goal  of  a  product  line  built  of  nationally  interchangeable 
parts.  In  doing  so  it  has  adhered  to  the  original  assumptions  on 
which  the  plan  depended:  that  the  European  vehicle  market  would 
expand,  that  the  Common  Market  would  survive  and  incorporate 
Britain  and  the  rest  of  EFTA,  and  that  European  consumers  would 
accept  cars  that  had  no  local  national  identity.  Manufacturing  has 
become  more  decentralized  with  the  construction  of  single-product 
plants  such  as  a  transmission  plant  in  Bordeaux,  France.  Parts  flow 
from  these  works  to  an  expanding  network  of  assembly  plants  in 
Europe;  the  plants  ship  engines  and  transmissions  to  Asia  and  the 
United  States  and  supply,  for  example,  major  components  for  the 
American  Pinto,  fulfilling  Ford’s  contention  that  “the  entire  web 
of  components  and  end  products  IwillJ  become  increasingly  multi¬ 
national.” 

‘•The-  (irif'inal  (lociinu-iit  (c-alU-d  thr  “l.carnrd  Hi-port”),  oiitlininf'  tho  various  strate¬ 
gic  alteniatives  iiicIudiiiK  the  one  recoiiiiiiended  and  adopteil,  is  part  of  the  materials  sup¬ 
plied  to  nil-  hy  the  Ca>inpany. 

"'■‘Ford’s  Kemarks  at  IBM.” 

Ihitl. 
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Such  a  complex  restructuring  of  going  concerns  has,  of  course, 
met  many  obstacles,  such  as  national  pride,  the  integration  of 
metric  and  English  s)'stems  of  measurement,  shortages  of  compo¬ 
nents  resulting  from  labor  disputes  (particularly  in  Britain),  and 
product  defects  (especially  in  quality-conscious  Germany),  and  the 
structure  has  had  to  be  modified  accordingly.  The  company  has 
persevered  with  its  original  plan,  however,  and  has  maintained  its 
position,  first  achieved  in  1965,  of  leading  the  world  in  sales  by  U.S. 
companies  outside  North  America.  Overall  results  seem  to  have 
justified  Ford’s  determination  to  create  a  single  European  company 
despite  the  objections  of  many  of  his  subordinates.  For  example. 
Sir  Patrick  Hennessy,  who  headed  Ford  of  Britain,  strongly  resisted 
the  plan,  but  later  admitted  “He  |Ford|  was  right  and  I  was 
wrong.” 

In  Asia,  Ford  confronted  a  veiy'  different  set  of  circumstances. 
The  region’s  huge  population  constituted  an  enormous  potential 
market,  but  its  low  income  levels  rendered  an  effective  demand  too 
small  to  justify  the  establishment  of  self-sufficient  national  com¬ 
panies  on  the  Ford  of  England  model.  Unfortunately  for  United 
States  manufacturers,  this  sort  of  commitment  was  just  what  the 
governments  of  many  of  the  region’s  emerging  states  demanded. 
Ford  Asia  Pacific’s  answer  was  the  “Complementation  Plan  ”  pre¬ 
sented  to  Henry  Ford  II  in  February,  1971.  In  this  plan  the  com¬ 
pany  would  combine  its  existing  Asian  facilities  with  a  set  of  local 
manufacturing  plants  to  be  constructed  around  the  region,  each 
producing  parts  consonant  with  the  local  level  of  technology  and 
labor  skills,  and  shipping  them  to  assembly  plants  throughout  the 
region,  much  as  Ford  of  Europe  did.  The  more  sophisticated  com¬ 
ponents  could  be  drawn  from  the  company’s  sources  in  Australia, 
New  Zealand,  and  Europe  until  such  time  as  Asian  markets  and 
technical  capacities  justified  their  local  production.^'* 

Complementation  offered  an  attractive  inducement  to  local  gov¬ 
ernments  in  the  form  of  large  capital  expenditures,  increased  em¬ 
ployment  in  local  manufacturing  establishments,  both  Ford’s  own 
and  home-owned  supplier  companies,  and  the  development  of 
trained  native  supervisory  and  labor  forces.  Ford  approved  the 
plan,  both  because  it  promised  profitable  market  penetration  at  an 
early  stage  of  regional  development,  and  because  it  scpiared  with 
his  view  of  the  appropriate  American  role  in  developing  industrial¬ 
ization. 

Fortune,  May,  1973. 

“Ford  Asia-i’acific  1980  I’lan:  I’rr-Sfntation  to  Mr.  Hcnr)’  Ford  11  at  Molboume 
Australia,  Fi-bruary  2,  1971.”  Ford  Motor  Company  docuinciit. 
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The  plan  has  moved  forward  slowly,  beset  by  the  difficulties  in¬ 
herent  in  a  region  of  so  many  different  languages,  cultures,  tastes, 
business  conditions,  and  governments.  Dealing  with  these  problems 
requires  massive  staff  work.  The  FASPAC  handbook  on  “Regula¬ 
tor)'  Issues,”  for  example,  which  outlines  government  regulations 
relevant  to  Ford  Motor,  runs  to  some  sixt)’  pages  and  is  revised  al¬ 
most  daily.  Labor  relations  require  D.  L.  Blue  and  his  FASPAC 
industrial  relations  staff  to  “translate  Article  1  of  the  Company’s 
United  Auto  Workers  .Agreement  in  the  United  States  into  all  the 
languages  and  customs  of  Asia.”  Advertising  has  to  be  not  only 
multi-lingual,  but  tailored  to  local  tastes  and  the  available  media. 
Market  forecasting,  so  essential  to  success,  particulalrv  in  a  develop¬ 
ing  market,  demands  nov'el  approaches  in  a  region  where  the  com¬ 
pany  often  supplies  statistics  on  population  and  vehicle  ownership 
to  the  local  governments  rather  than  vice-versa.’’* 

Finally,  producing  vehicles  demands  complex  coordination,  even 
for  the  simplest  prototype.  Ford’s  Fiera,  designed  to  be  the  “Model 
T”  of  Asia,  consists  basically  of  “a  motorized  tray  on  wheels”  to 
which  a  variet)-  of  body  parts  (scpiare,  because  rounded  sheet 
metal  parts  cost  more  and  require  greater  skills  to  produce  than 
angular  ones)  can  be  bolted  to  create  trucks,  utility  cars,  or  vans. 
Despite  its  simplicity,  the  Fiera  embodies  components  from  around 
the  world.  As  assembled  in  Thailand  ( a  relatively  advanced  country 
for  the  region),  for  example,  it  includes  an  engine  from  Taiwan, 
axles  from  Mexico,  a  steering  gear  from  Japan,  a  transmission  from 
France,  and  other  parts  from  Australia,  New  Zealand,  Canada, 
Germany,  Britain,  and  local  suppliers  in  Thailand.’’- 
Whether  the  complementation  plan  will  ultimately  succeed  re¬ 
mains  in  doubt.  But  the  company  has  persisted,  driven  forward  by 
the  Chairman’s  faith  in  world  development  and  in  his  company’s 
destined  role  in  that  prcK'ess.  In  Europe  and  Asia  alike,  his  sub¬ 
ordinates  have  often  differed  with  him,  as  the  large  turnover  in 
management  personnel  and  their  privately  expressed  dissatisfac- 

Int«Tvicw  with  D.  L.  Hint',  McIhiHinio,  Australia,  August  21,  1975.  Article  1  of 
the  Ford-United  Auto  Workers  Agreement  specifies  the  company’s  sole  right  to  manage 
its  affairs  and  the  niiion's  e.xelnsivr-  right  to  act  as  hargaining  agent.  Ford’s  international 
o|M'rations  have  historically  tended  to  reflect  rather  than  transcend  local  cultural  and 
political  conditions.  Such  Ix'havior  may  characteri/.e  manufacturing  nudtinationals  more 
than  other  ty|H‘s.  This  possibility'  1  also  intend  to  explore  in  the  future. 

Interviews  with  May  Kennedy,  I’lihlic  Melations  Manager,  Ford  Asia-Pacific 
(FASPAC),  Dong  Jacxihi,  Staff  Director,  Sales  and  .Marketing,  F.\SPAC,  and  W.  N. 
llartigan.  Staff  Director,  Covcminental  ..Xffairs  aiul  Direct  Markets,  FASPAC,  Melhonme, 
Australia,  August  14,  197.5.  (All  Ford  Motor  Company  personnel  positions  as  of  date  of 
inters  ii-w. ) 

Interview  with  John  Marshall,  Staff  Director,  Manufacturing  and  Supply,  FASPAC, 
Melbourne,  Aiigtist  14,  197.5;  "Fiera  Sourcing  with  Thailand  as  an  Example,”  Ford  Motor 
Company  docunieiit. 
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tions  demonstrate.  I  found  few,  however,  who  doubted  that  the  plan 
was  his  and  that  he  would  ultimately  determine  the  company’s 
course,  regardless  of  his  bureaucracy’s  advice.  Henry  Ford  II  has 
demonstrated  in  the  past  his  willingness  to  vote  “a  majority  of  one” 
when  he  disagreed  with  his  staff’s  proposals.  In  such  an  autocracy, 
some  potential  for  the  stifling  of  initiative  exists;  but,  on  the  other 
hand,  as  one  of  the  FASPAC  staff  told  me,  “The  exciting  thing  about 
this  Company  is  that  if  you  come  up  with  an  idea,  no  matter  how 
big,  you  know  the  money  can  be  found,  and  you  know  who  the  man 
is  that  has  to  be  convinced.  In  a  situation  like  that,  you  can  dream 
any  kind  of  dream.” 

The  ideas  that  have  convinced  Henry  Ford  to  reshape  his  com¬ 
pany’s  multinational  structure  have  been  those  which  not  simply 
promised  a  profit,  but  have  also  comported  with  his  view  of  the 
world  and  his  company’s  role  in  it.  Without  doubt,  while  acknowl¬ 
edging  his  obligations  to  stockholders,  employees,  and  the  govern¬ 
ments  of  the  countries  where  the  company  operates.  Ford  sees  it  as 
his  company;  and  its  bureacracy,  computers,  and  plants  are  the  tools 
of  his  will.  Whether  his  retirement  will  lead,  like  Carnegie’s,  to  the 
end  of  Ford  Motor  Company  as  a  personally  dominated  enterprise, 
or  whether,  like  Howard  Stoddard,  he  can  pass  it  successfully  to 
his  son  and  thereby  maintain  its  tradition,  remains  to  be  seen.  In 
any  case,  his  career  demonstrates  the  enormous  economic  leverage 
that  can  be  exerted  by  a  determined,  skillful  individual  who  is  mas¬ 
ter,  not  servant  of  his  bureaucracy.  By  filling  that  role,  Henry  Ford 
H  brought  his  company  back  from  the  brink  of  disaster  to  the  top 
of  the  world,  showing  that  one  man  can  do  in  the  world  what 
Carnegie  did  in  his  country,  and  Stoddard  in  his  state. 

Conclusion 

These  three  men  ran  different  kinds  of  businesses  across  a  century 
of  time  in  domains  ranging  from  state-wide  to  national  to  global. 
Their  success,  however,  embodied  several  common  factors.  All 
of  them  saw  a  market  opportunity  and  moved  to  exploit  it.  All 
of  them  retained  a  controlling  ownership  —  Carnegie  by  means  of 
his  majority  partnership,  Stoddard  and  Ford  through  a  controlling 
share  of  their  firms’  stock.  Each  of  them  exercised  a  centralized 
direction  of  his  firm’s  policies,  while  creating  a  managerial  bureau¬ 
cracy  that  translated  policy  into  decentralized  control  of  operations, 
generated  new  ideas,  and  furnished  a  steady  stream  of  information 
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that  enabled  the  owner  to  evaluate  the  cost-effectiveness  of  policies 
and  people. 

It  can,  of  course,  be  argued  that  few  such  family  firms  remain, 
and  that  the  opportunity  for  creating  them  has  dwindled.  But  such 
arguments  were  made  long  ago,  before  Watson  at  IBM,  Linowitz  at 
Xerox,  Land  at  Polaroid,  and  many  others  appeared.  That  such 
firms  continue  to  appear  seems  to  me  self-evident;  that  they  make 
a  disproportionate  contribution  to  the  development  of  new  tech¬ 
nology  seems  likely."’-’  The  question  of  how  often  it  happens  is  a 
hard  one  to  answer.  Even  harder  is  the  question  of  how  often  it 
needs  to  happen  for  capitalism  to  survive.  How  many  Carnegies 
did  it  take  to  “prove”  the  validity  of  the  “American  Dream”?  Such 
people  always  constituted  a  tiny  minority,  but  enough  of  them  pre¬ 
vailed  to  rivet  the  dream  of  success  into  the  American  consciousness 
and  fire  the  imaginations  of  men  like  Howard  Stoddard.  Enough 
individuals  capable  of  turning  bureaucracy  to  their  own  purposes 
continue  to  emerge  to  provide  capitalism  with  a  constant  source 
of  regeneration,  confounding  the  expectations  of  Marx,  Weber, 
Schumpeter,  and  others. 

Bureaucracy,  I  think,  has  not  inevitably  obliterated  the  entrepre¬ 
neurial  spirit  necessary  to  the  maintenance  of  capitalistic  business 
s)’stems.  In  the  hands  of  the  right  protagonists  it  has  become  an 
instrument  to  cope  with  the  complexities  of  doing  business  in  the 
modern  world.  Bureaucracy,  then,  has  not  inevitably  proven  the 
nemesis  of  the  entrepreneur;  it  has  rather  become  a  necessary-  tool 
of  his  trade.  The  successes  of  men  like  Carnegie,  Stoddard,  and 
Ford,  and  the  failures  of  so  many  others,  demonstrate  that  the  sur¬ 
vival  of  the  entrepreneurial  spirit  occurs  because  of  bureaucracy, 
not  in  spite  of  it.  Since  such  individuals  and  their  institutions  play 
so  prominent  a  role  in  our  past  and  present,  and  continue  to  provide 
a  powerful  impetus  to  capitalism,  they  seem  to  me  worthy  of  de¬ 
termined  study;  and  such  study  combines  the  realities  of  modern 
techni(jues  of  institutional  and  data  analysis  with  the  matchless 
excitement  of  traditional,  personal  history.  People  make  institu¬ 
tions,  and  people’s  stories  alwa)'s  have  been  and  always  will  be  the 
vital  core  of  history. 


SfC  for  i-xainplo  Roln-rt  T.  Averitt,  The  Dual  Economy  (New  York,  1971). 
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Experiment  in  Bureaucratic  Centralization: 
Employee  Blacklisting  on  the 
Burlington  Railroad,  1877-1892* 

e  A.v  a  personnel  policy  that  would  assure  the  country’s  rapidly  ex¬ 
panding  railroad  system  the  best  grade  of  employees,  centralization  of 
discharge  data  within  a  company  and  interchange  of  such  data  between 
companies  struck  some  executives  as  a  useful  practice.  Others  disagreed 
and,  as  Professor  Black  shows,  their  tcisdom  prevailed.  The  problem 
centered  upon  reliability  of  such  key  operating  employees  as  brakemen 
and  conductors,  and  responded  better  to  institution  of  controls  that  would 
minimize  the  two  most  important  misfeasances:  drinking  on  the  job  and 
petty  embezzlement. 

In  the  annals  of  American  railroading  the  “blacklist”  has  long 
occupied  a  prominent  place.  As  legend  it  has  the  romantic  (piality 
of  Casey  Jones  or  the  dauntless  hobo.  As  fact  it  was  both  a  potent 
political  issue  and  an  object  of  legislation.  In  the  context  of  recent 
scholarship  one  might  suggest  a  third  perspective.  On  the  Chicago, 
Burlington  &  Quinev  Railroad  from  1860  to  1900,  the  blacklist  was 
a  significant  feature  of  the  institutional  experimentation  that  ac¬ 
companied  the  development  of  America  s  first  “big  business.”  ^ 

The  origins  of  blacklisting  had  an  air  of  innocence.  At  the 
close  of  the  Civil  War,  the  Chicago  office  was  deluged  with  able 
job  applicants  whom  it  could  not  emplov.  More  from  compassion 
than  from  calculation,  general  superintendent  Robert  Harris  began 
referring  them  to  “new”  western  roads  in  the  process  of  construc¬ 
tion.  Gradually  referrals  became  automatic.  Occasionally  Harris 

Business  History  Bnirw,  Vol.  LI,  No.  4  (WiiiU-r,  1977),  Conyrinht  ©  The  President 
and  Fellows  of  Ilarsurd  Collef;*-. 

*  An  earlier  version  of  this  paper  was  presented  at  the  first  annual  meeting  of  the  Western 
Economic  and  Business  Historians,  April  197f>. 

'  The  basic  source  for  this  study  is  the  Chicago,  Burlington  &  Onh't-’V  Railroad  archives 
located  in  the  Newherry  Library  in  Chicago,  Illinois.  Unless  otherwise  sjx-cified,  all  un¬ 
published  sourcH’s  arc  from  that  collection.  Much  of  the  collection  has  been  catalogued 
in  Elisabeth  Coleman  Jackson  and  Carolyn  Curtis,  c-omp..  Guide’  to  the  Burlington  Archives 
in  the  Newherry  Library,  1H51-1901  (Chicago,  1949)  and  Herbert  D.  Werner  comp.. 
Supplement  of  the  Guide  to  the  Burlin/’ton  Arehives  in  the  Newherry  Library  (Chicago; 
19.53).  Reference  numbers  in  notes  refer  to  the  common  classification  in  these  two  guides. 


called  on  other  superintendents  to  refer  workers  to  him.  The  result 
was  a  series  of  informal  agreements  among  the  superintendents  of 
midwestern  roads.- 

In  time,  referrals  would  become  a  means  of  discipline.  When 
employees  could  be  gained  through  the  offices  of  competing  roads, 
what  superintendent  would  accept  a  man  without  references?  And 
if  conRdential  lists  of  eligible  employees  could  be  circulated,  why 
not  a  list  of  undesirables?  As  early  as  1868,  a  former  C.  B.  &  Q. 
route  agent  seeking  work  in  Kansas  City  charged  Harris  with  “black¬ 
balling.”  The  superintendent  denied  the  charge:  “I  have  no  objec¬ 
tion  to  your  being  emphned  at  Leavenworth  or  elsewhere  by  any 
Co.  desiring  your  services  —  Indeed  it  is  not  my  practice  to  seek 
to  influence  other  companies  in  the  selection  of  their  employees.”  ^ 
Superintendent  Harris  was  probably  honest  in  denying  the  par¬ 
ticular  charge,  but  a  confidential  memorandum  of  September  1867 
casts  doubt  on  his  denial  of  the  practice.  In  reply  to  an  inquiry  from 
the  superintendent  of  a  competing  line,  Harris’  secretary,  J.  M. 
Horton,  noted:  “The  men  discharged  of  whom  we  keep  an  account 
are  almost  all  skilled  workmen.  Carpenters,  engineers,  boiler-mak¬ 
ers,  etc,  who  have  onl\  their  own  trade  and  are  not  likely  to  apply 
for  work  in  any  other  capacity  —  It  doesn’t  make  much  difference  if 
an  Iri.sh  section  hand  or  track  man  is  discharged.  He  will  perhaps 
shovel  dirt  somewhere  else  just  as  well  as  ever  —  But  if  a  man  has 
been  discharged  from  one  .shop  and  goes  to  another  shop  the  fact  be¬ 
comes  known  and  the  influence  on  the  men  is  bad.”  * 

By  November  1870,  the  policy  had  solidified.  Trainmaster  J.  N. 
Harrington  was  directed  to  report  at  the  close  of  each  month  the 
names  of  men  discharged  “for  faults.”  The  report  was  to  be  made 
regularly  “whether  there  are  anv  names  or  not  —  stating  that  there 
are  none  when  such  is  the  case.”  Copies  of  similar  reports  were  to 
be  furni.shed  Harrington  from  other  C.  B.  &  Q.  departments.  No 
person  listed  was  to  be  employed  by  any  department  in  any  capac- 
itv  without  the  permission  of  the  general  superintendent,''’’ 

No  sooner  had  Harris  announced  this  poliev  than  he  began  to  re¬ 
treat.  In  November  1871,  Leo  Carper,  assistant  superintendent  on 
the  C.  B.  &  Q.  in  Illinois,  and  William  B.  Strong,  assistant  superin¬ 
tendent  on  the  Burlington  &  Missouri  River  Road  in  Iowa,  agreed 
to  notify  each  other  of  all  discharges.  No  employee  fired  from  one 
company  was  to  be  employed  by  the  other.  Actually,  the  arrange- 

“  See  Robert  Harris  to  B.  S.  Hcnninf',  Decombor  28,  1868,  .‘1/H4.1. 

®  Robert  Harris  to  J.  F.  Ball,  April  13,  1868,  3/H4.1. 

*  J.  M.  Horton  to  J.  Scheitten,  September  21,  1867,  3/H4.1. 

^  J.  M.  Horton  to  J.  N.  Harrington,  November  1,  1870,  3/H4.1. 
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ment  was  quite  natural.  The  two  roads  were  owned  by  the  same 
investment  group;  their  operations  were  coordinated;  they  antici¬ 
pated  merger.  Nevertheless,  Harris  objected:  “We  do  not  wish  to 
be  used  by  other  Roads,  or  to  use  other  Roads  as  a  means  of  uphold¬ 
ing  discipline,  preferring  to  work  out  our  own  views  in  our  own  way 
and  to  hire  men  entirely  upon  their  merits  as  we  appreciate  them, 
rather  than  upon  the  views  of  others.” 

It  was  partly  a  matter  of  fairness.  Sometimes  “men  of  good 
character”  were  “unfortunate  in  being  involved  in  some  difficulty 
that  seemed  to  demand  their  discharge.”  He  considered  his  own 
judgment  fallible  and  admitted  often  changing  his  mind.  Yet  he 
denied  false  modest)-.  “We  are  as  often  right  as  other  people  —  This 
being  the  case,  the  impropriety  of  following  other  peoples’  lead  is 
obvious.”  While  Harris  would  not  prohibit  Strong  and  Carper  from 
having  a  purely  private  arrangement,  applicable  to  their  divisions 
only,  he  would  not  allow  it  to  be  construed  as  precedent.  And  he 
predicted  that  they  would  “experience  such  difficulties  ...  as  will 
make  you  desire  to  give  it  up.”  ^ 

By  1876,  a  power  struggle  brought  changes  in  policy.  Robert 
Harris  became  president.  His  broadened  executive  responsibilities 
left  little  time  for  such  relatively  mundane  issues  as  blacklisting. 
Moreover,  Harris’  position  was  weakened  by  a  rivalr)'  with  C.  B. 
&  Q.  vice-president  Charles  Elliott  Perkins,  representative  of  the 
Boston  capitalists  who  controlled  the  Burlington.  Strong,  with 
Perkins’  support,  took  Harris’  old  place  as  general  superintendent. 
Strong  had  not  been  persuaded  by  Harris’  arguments.  “The  fact 
being  established  by  practice  that  a  discharge  from  the  line  is 
final,”  he  wrote  in  1876,  “has  great  weight  with  employees  to  make 
them  attentive  to  business.”  In  June  1876,  Strong  ordered  division 
superintendents  to  resume  the  practice  of  exchanging  monthly  dis¬ 
charge  lists.  On  several  occasions  he  chastised  superintendents  for 
employing  men  discharged  from  other  divisions.  In  November 
1876,  he  virtually  compelled  Elijah  Smith,  receiver  of  the  tributary 
Burlington  &  Southwestern,  to  honor  C.  B.  &  Q.  blacklists.  In 
February  1877,  he  took  a  major  step  towards  institutionalization 
by  organizing  his  office  as  a  clearinghouse.  Thereafter,  division  re¬ 
ports  went  directly  to  the  general  superintendent,  where  they  were 
entered  on  a  master  list.  A  copy  of  the  master  list  was  then  recircu¬ 
lated  to  the  divisions.  Each  division  superintendent  was  respon- 

"  Robert  Harris  to  F.  H.  Tubbs,  November  10,  1871,  3/H4.1. 

^  Robert  Harris  to  Leo  Carper,  November  10,  1871,  3/H4.1. 
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Table  1 


Number  of  Burlington  System  Employees 
Blacklisted  by  Year:  1877-1892 


Year 

#  Listed 

%  of  Total,  1877-92 

1877 

456 

5.6 

1878 

364 

4.5 

1879 

677 

8.4 

1880 

627 

7.7 

1881 

823 

10.2 

1882 

695 

8.6 

1883 

913 

11.3 

1884 

809 

10.0 

188.5 

592 

7.3 

1886 

492 

6.1 

1887 

519 

6.4 

1888 

458 

5.7 

1889 

180 

2.2 

1890 

210 

2.6 

1891 

177 

2.2 

1892 

101 

1.2 

Sourto:  “Discharge  List,”  Burlington  Archives  (33/1870  3.4),  Newherry  Lihrary,  Chicago. 


sible  for  keeping  his  own  list  up  to  date  and  for  checking  new  em¬ 
ployees  against  it.” 

Before  Strong  left  the  C.  B.  &  Q.  in  December  1877  to  become 
vice-president  and  general  manager  of  the  Santa  Fe,  he  had  estab- 
li.shed  an  institution  that  was  to  last  for  sixteen  years.  During  the 
period  from  February  1877  through  June  1892,  8,093  names  would 
be  entered.”  |  See  Table  1. 1  The  volume  of  activity  varied  over  time. 
Starting  at  456  entries  for  1877,  it  increased  to  913  for  1883.  The 
1884  volume  held  at  809.  After  that,  declines  were  consistent  and 
sharp  -  to  592  in  1885,  458  in  1888,  210  in  1890,  and  101  in  1892. 

It  is  appropriate  to  ask  whether  the  rate  and  pattern  of  employ¬ 
ment  growth  had  any  effect  on  blacklisting  activity.  The  Burlington’s 
average  employment  level  for  1877  is  not  known.  But  according  to 
the  Illinois  State  Railroad  and  Warehouse  Commission  the  1878 
average  was  9,904.  Burlington  Voluntary  Relief  Department  totals 
for  1892  yield  an  average  of  33,064.  Much  of  the  growth  came 

*  Willi.'ini  B.  Strong  to  Haroltl  Hitchcock,  Juno  8,  1876  .3/S8.2;  William  B.  Strong  to 
T.  J.  Potter,  August  7,  1876,  3/S8.2;  William  B.  Strong  to  Elijah  Smith,  Novemher  4, 
1876,  3/S8.2. 

Calculations  regarding  the  C.  B.  &  Q.  blacklist  were  made  from  a  computer  data  base 
constructed  from  33/1870  3.4. 
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through  mergers  —  the  Burlington  &  Missouri  River  Road  in 
Nebraska  (1880);  the  Kansas  City,  St.  Joseph  &  Council  Bluffs 
(1880);  the  St.  Louis,  Keokuk  &  Northwestern  (1881);  the  Hanni¬ 
bal  &  St.  Joseph  ( 1883);  the  Chicago,  Burlington  &  Northern  ( 1890). 
Of  23,160  new  positions  less  than  23  per  cent  came  from  growth  on 
the  original  lines.  More  than  30  per  cent  can  be  attributed  directly 
to  mergers;  nearly  47  per  cent,  to  employment  growth  on  new  lines 
following  merger.  It  might  be  expected  that  central  management 
would  have  relatively  less  control  over  personnel  policy  on  newly- 
merged  lines.  On  the  Burlington  &  Missouri  River  Road  in  Nebraska, 
for  (‘xample,  it  was  not  until  1883  (three  \ears  after  merger)  that 
local  officers  made  significant  contributions  to  the  systemwide  black¬ 
list.  On  each  of  the  Missouri  lines,  however,  activity  began  within  a 
year  of  the  merger  date.  Once  s\  stemwide  blacklisting  began,  local 
managers  apparently  practised  it  more  iiitensivel)'  than  on  the 
original  Illinois  and  Iowa  lines.  Had  it  not  been  for  this  relatively 
heavy  activity  in  Nebraska  and  Missouri  in  the  mid-188()s,  .system 
totals  would  have  declined  more  precipitously.*'* 

For  most  parts  of  the  svstem,  available  statistics  allow  us  to  relate 
the  number  of  emplox  ees  blacklisted  to  the  size  of  the  work  force. 
On  C.  B.  &  Q.  Lines  East  ( Illinois  and  Iowa)  the  ratio  for  1878  was 
3.68  to  100  man-years  of  employee  service.  In  1879  it  rose  to  a  high 
of  5.99.  By  1892  it  had  dropped  to  .21.  On  the  Burlington’s  Missouri 
Lines,  the  ratio  was  4.69  in  1882,  6.18  in  1883,  and  4.87  in  1884. 
Thereafter  (excejit  for  1888),  it  was  generall)’  less  than  two  black¬ 
listings  to  one  hundred  man-\ears.  For  the  Burlington  &  Missouri 
River  Road  in  Nebraska,  information  for  earlv  \  ears  is  especially  hard 
to  get,  but,  using  the  Nebraska  State  (Census,  it  is  possible  to  calcu¬ 
late  the  1884  ratio  at  5.43.  By  1889  it  was  .69." 

Activity  began  and  peaked  in  different  years  on  different  parts 
of  the  system.  In  Illinois  and  Iowa  (the  oldest  parts  of  the  line)  it 

Ih-port  on  tin-  Afioncios  of  Tr<insi>orlalion  in  tlio  United  Stales,  VoUmu-  IV  of  the 
Tenth  Census  of  the  United  States  (Washington:  Clovernnient  1‘riiitinn  Oflits-,  18H'3); 
({oarterly  reports  of  the  Kiirliii;;ton  Voluntary  Helief  Departineiit,  1889  U)OI,  I’ensioii  De¬ 
partment,  C.  H.  &  Q.  Olfiee  Htiildinn,  Chicago. 

'■  Statisties  in  this  paper  relating  to  the  size  and  eoniposition  of  the  work  force  in 
Illinois,  Iowa,  and  Missouri  were  abstracted  from:  State  of  Iowa,  Annual  /le/iort  of  the 
Hoard  of  Hailroad  Commissioners  ( Des  Moines:  State  Printers,  1878  1900);  State  of 
Illinois,  Annual  Reports  of  the  Railroad  and  Warehouse  Commission  (Springfield:  State 
Printers,  1874  92);  State  of  Missouri,  Annual  Reports  of  the  Hoard  of  Railroad  and  U'arc- 
house  Commissioners  (State  Printers:  Jefferson  City,  1874  1900).  Nebraska  statistics  were 
derived  from  manuscript  reports  to  the  Nebraska  State  Census  (1884)  and  to  the  Ne¬ 
braska  State  Hailroad  Comniission  (1887-1900).  These  reports  were  stored  in  the  C.  B.  & 
Q.  Office  Buildiii)',  Chicano.  Ceiu'ral  statements  rej'ardinj'  the  relative  proportions  of 
different  occiipatiomd  groups  in  the  Burlinj^ton  labor  force  are  based  on  an  analysis  oi  manu¬ 
script  annual  reports  of  the  Chicago,  Burlinj;ton  &  Quincy  Railroad  Company  to  the 
lnt»‘rstate  Commerce  Commission,  1890  1901,  Auditor’s  Vault,  C.  B.  &  Q.  Office  Building, 
Chicago. 
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began  in  1877.  The  Chicago  Division  had  its  most  active  year  in 
1882,  the  Galesburg  Division  in  1881,  the  Iowa  Division  in  1879.  In 
Missouri  on  the  Hannibal  &  St.  Joseph  it  began  and  peaked  in  the 
same  year,  1884.  On  the  Kansas  City,  St.  Joseph  &  Council  Bluffs, 
1881-1884  seems  to  have  been  the  most  active  period;  on  the  St. 
Louis,  Keokuk  &  Northwestern  there  was  one  peak  of  activity  in 
1883  1884  and  another  in  1888.  West  of  the  Missouri  River,  sys¬ 
temwide  blacklisting  did  not  begin  until  1883  and  did  not  peak 
until  1886-1887. 

Blacklisting  hy  Occtjpational  Categories 

.Mthough  the  C.  B.  6:  Q.  blacklist  included  a  wide  range  of  occu- 
pational  categories,  its  incidence  was  uneven.  The  highest-ranking 
officers  to  hi*  listed  are  two  roadmasters  (relatively  minor  super- 
visers  of  track  maintenance)  of  whom  one  had  stolen  money  and 
supplies  and  the  otlu*r  was  an  alcoholic.  General  manager  T.  J. 
Potter  was  reluctant.  “I  do  not  believe  it  good  policy  to  blacklist  a 
man  who  has  held  the  position  of  roadmaster,”  he  declared  in  1882, 
“unless  the)’  have  committed  some  especially  bad  crime.”  *- 

Most  often  listed  were  operating  trainmen.  Of  all  entries  between 
1877  and  1892,  brakemen  and  baggagemen  accounted  for  31  per 
cent;  conductors  for  8.6  per  cent;  enginemen  and  firemen  for  10.4 
per  cent;  switchmen,  flagmen,  and  watchmen  for  12.9  per  cent. 
Cumulatively,  these  groups  accounted  for  about  24  per  cent  of  the 
work  force  and  62.8  per  cent  of  all  blacklist  entries.  [See  Table  2.] 
One  should  also  examine  the  rate  of  blacklisting  per  100  employee- 
years  of  service.  In  Illinois  and  Iowa  (1880-1881),  the  overall  rate 
was  4.87.  But  for  brakemen  and  baggagemen,  it  was  18.58.  For 
engineers,  6.71;  for  firemen  and  wipers,  9.01;  for  switchmen,  flag¬ 
men,  and  watchmen,  9.68.  Other  groups  had  lower  rates.  Station 
agents  were  1.4.3;  telegraph  operators,  2.45;  track  laborers,  1.81. 
Illinois  statistics  for  1883-1885  add  further  confirmation.  With  a 
rate  of  2.46  for  the  entire  labor  force  brakemen  were  16.65.  By  con¬ 
trast,  station  agents  were  1.25;  section  foremen,  .74;  carpenters,  .48; 
track  and  section  laborers,  .15;  clerks,  .11. 

These  patterns  pose  difficult  questions.  Why  were  operating  train¬ 
men  in  general  —  and  brakemen  in  particular  —  listed  so  much  more 
often?  Brakemen  were  young,  entiy-level  employees.  They  were 
subject  to  relatively  high  rates  of  turnover.  They  were  better  paid 
than  track  laborers,  section  foremen,  stationmen,  or  unskilled  shop- 

’“T.  J.  Potter  to  Henry  B.  Stone,  November  If),  1882,  .‘I/P6.L 
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Table  2 


Number  of  Bublincton  System  Employees 
Blacklisted  by  Occupation:  1877-1892 


Occupation 

#  Listed 

%  of  All  Cases  ' 

Clerks 

50 

.6 

Station  Ajjents 

137 

1.7 

Other  Stationinen 

305 

3.8 

Engineinen 

428 

5.3 

Firemen 

410 

5.1 

Wipers 

255 

3.2 

Maclunists 

227 

2.8 

CariM-ntc-rs 

93 

1.1 

Helpers 

110 

1.4 

Blacksmiths 

49 

.6 

Other  Shopmen 

466 

5.8 

Conductors 

693 

8.6 

Brakemen 

2471 

30.5 

Other  Trainmen 

52 

.6 

Switchmen 

955 

11.8 

Flagmc-n  &  Watchmen 

86 

1.1 

Section  Foremen 

195 

2.4 

Laborers  &  Other  Trackmen 

632 

7.8 

Operators  &  Dispatchers 

361 

4.5 

All  Others 

126 

1.6 

Sourct':  Galesburg,  Illinois,  “Discharge  List,”  Burlington  archives,  Newberry  Library, 
33/1870  3.4. 

Note:  •  Percentages  are  computed  on  the  basis  of  8093  cases.  But  since  in  eight  cases  the 
rcconi  indicated  a  second  occupation,  there  are  8101  occupational  entries. 

men,  but  less  than  machinists,  station  agents,  general  office  clerks, 
firemen,  conductors,  or  locomotive  engineers.  The  brakeman’s  job 
was  important,  for  it  determined  the  efficiency  of  operations  and 
directly  affected  train  safety.  It  was  moderately  skilled,  physically 
demanding,  and  sometimes  dangerous.  Because  he  worked  on  a 
moving  train,  the  brakeman  came  in  contact  with  more  employees 
( including  officers )  in  a  single  day  than  did  clerks  or  track  laborers 
or  shopmen.  He  could  start  a  fight  or  miss  his  train  in  any  of  a  dozen 
stations,  and  take  a  cjuick  drink  or  buy  a  bottle  in  several  saloons. 
His  supervisor  was  the  conductor,  hut  for  every  conductor  there 
were  two  or  three  hrakemen  —  constantly  in  motion  and  distributed 
over  the  length  of  the  train.  Promotihility  added  to  visibility.  Top 
management  —  including  Charles  Elliott  Perkins  who  then  headed 
the  Burlington  —  was  specifically  aware  that  hrakemen  were  the  raw 
material  from  whom  conductors  would  be  made.  Many  of  the  same 
things  could  be  said  of  firemen,  who,  in  fact,  did  have  a  discharge 
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rate  significantly  above  the  average,  though  much  below  the  rate 
for  brakemen.  Most  had  entered  the  ser\'ice  as  wipers.  Perhaps 
more  important,  each  fireman  performed  his  ser\ice  under  the 
direct  supervision  of  a  locomotive  engineer. 

Nearly  as  striking  as  the  high  rate  among  brakemen  is  the  low 
rate  among  track  laborers.  Perhaps  the  key  is  J.  M.  Horton  s  state¬ 
ment  in  1867  that  a  discharged  Irish  section  hand  might  “shovel  dirt 
somewhere  else  just  as  well  as  ever.”  It  is  hard  to  believe  that  a 
track  laborer  was  characteristicallv  less  inclined  to  drink  whiskey 
or  more  disposed  to  do  his  duty  than  a  brakeman.  Admittedlv,  bad 
track  could  wreck  a  train.  But  it  was  the  section  foreman  or  gang 
boss  who  inspected  track  and  supervised  repairs.  The  track  laborer 
bore  relatively  little  responsibility. 

Shop  workers  ( especially  machinists )  had  the  advantage  of  pride 
in  skill.  They  were  older  and  more  settled  than  brakemen.  Their 
work  was  performed  in  one  place.  C^haracteristicallv,  it  was  under 
the  supervision  of  a  single  foreman.  Obviouslv,  there  is  no  single 
explanation.  Several  factors  —  status,  length  of  service,  responsi¬ 
bility,  skill,  visibilit)',  opportunity  for  wrongdoing  —  may  have  played 
a  part.  For  each  occupational  group,  the  combination  of  factors  and 
the  relative  importance  of  each  appears  to  have  been  unique. 

Causks  ok  Discuahck 

Even  more  intert'sting  than  occujiational  distributions  are  the 
causes  of  discharge.  Here,  too,  there  is  a  striking  jiattern.  |  See 
Table  3.]  Alcoholism  was  a  factor  in  more  than  29  per  cent  of  all 
cases.  Neglect  of  dut\',  the  second  most  frequent  cause,  involved 
14.36  per  cent.  More  than  10  per  cent  were  characterized  as  dis¬ 
obedient,  5.9  per  cent  as  careless,  3.7  per  cent  as  incompetent,  3 
pi*r  cent  as  lazy,  and  3  per  cent  as  dishonest.  Five  per  cent  involved 
accident;  3.8  per  cent,  stealing  from  the  company.  In  slightly  over 
4  per  cent,  the  stated  cause  suggested  a  personality  clash  with  the 
supt'rvisor.  “Insolence”  and  “insubordination”  were  the  terms  most 
often  used.  Nearlv  3  per  cent  were  listed  for  fighting.  Two  and  one- 
half  per  cent  were  garnisheed  or  had  the  reputation  of  not  paying 
bills. 

Because  of  traditional  conceptions  of  blacklisting,  strikes  deserve 
special  attention.  Over  a  sixteen-year  period,  394  men  ( 4.9  per  cent 
of  the  total)  were  blacklistt'd  for  striking  or  for  agitating  or  for 
S)'mpathizing  with  strikers.  Of  these,  134  (about  a  third)  were 
fired  in  the  railway  strike  of  1877.  Another  52  (mostly  switchmen 
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Table  3 


Number  of  Burlington  System  Employees 
Blacklisted  by  Cause  of  Discharge:  1877-1892 


Cause  of  Discharge 

#  Li.sted 

%  of  All  Cases  * 

Li(luor 

2367 

29.25 

Neglect  of  Duty 

1162 

14.36 

Disobedience 

826 

10.21 

“No  Cood”  “No  Account” 

8.30 

10.26 

Stealing 

306 

3.78 

C’areh'ss 

481 

5.94 

Incompetent 

300 

3.71 

Accidi'iit 

408 

5.04 

Striker  or  .\gitator 

394 

4.87 

Fighting,  .Making  Disturhance 

227 

2.80 

Personality  Coullict 

334 

4.13 

Reason  not  Specified 

19 

.23 

l.azy 

2.39 

2.95 

( iarnisl  iced,'  “Dead  Heat” 

204 

2..52 

(iaiuhling 

17 

.21 

D, image  to  E([uipment 

69 

.85 

Former  Recoril,  Blacklisted 

61 

.75 

Rough  Language 

1 

.01 

Witness  .Vgainst  C.  B.  &  Q. 

8 

.10 

Disease  Dirty 

7 

.09 

Immoral  Cionduet 

62 

.77 

Lying 

244 

3.01 

Robbing  Tramps 

1 

.01 

Arrested 

34 

.42 

UndiT  Age 

5 

.06 

Rejeited  by  Bonding  Company 

9 

.11 

Physical  Deficiency 

9 

.11 

Suspc-ndeil  and  Quit 

8 

.10 

Sourcf;  GaU-sbur};,  Illinois,  “Discharge  List,”  Burlington  archives,  Newberry  Library, 
33/1870  3.4. 


Note:  ®  All  percentages  are  computed  on  the  basis  of  8093  cases.  In  534  cases  a  second 
cause  ol  discbai);e  was  indicated.  In  lixe  cases  there  was  a  third  cause.  There  are  therefore 
8()32  cause  of  discharge  initiies. 

and  truckmen)  were  fired  in  two  relatively  minor  disturbances  in 
1881.  Of  the  61  men  blacklisted  for  striking  in  1887,  42  were  switch¬ 
men.  During  the  Great  Burlington  Strike  of  1888,  the  company  made 
a  policy  decision  not  to  blacklist  striking  engineers.  A  number  of 
non-engineers  (mostly  brakemen)  were  listed  for  sympathizing 
with  or  giving  aid  to  the  strikers. 

As  the  stated  cause  of  nearly  one-third  of  all  blacklisting,  alcohol 
appears  to  have  been  the  company’s  leading  discipline  problem. 
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Top  management  would  have  agreed.  In  1884,  president  Perkins 
concluded  that  superintendents  did  not  take  the  problem  seriously 
enough.  The  reinstatement  of  a  known  drunk,  he  declared,  weak¬ 
ened  discipline.  Admittedly,  some  could  be  saved.  But  a  business 
with  more  than  24,000  employees  had  no  time  for  exceptions.  Only 
a  “firm  and  uniform  course  with  all  we  find  guilty”  would  mitigate 
the  evils  of  drink.  General  manager  T.  J.  Potter  was  more  tolerant. 
“We  have  got  to  recognize  that  men  do  drink,  some  only  occasionally 
and  not  to  hurt  them,  while  others  drink  to  excess.”  He  challenged 
the  idea  that  the  road  had  grown  too  large  to  treat  employees  as 
individuals.  So  long  as  the  company  expected  men  to  show  an 
interest  in  the  business,  it  must,  through  its  officers,  show  an  interest 
in  them.  Sympathy  was  often  good  policy,  especially  in  the  case  of 
a  first  mistake.  “Verv  severe  rules,”  he  warned,  “often  disorganize  an 
army.”  ' ' 

In  a  rebuttal  Perkins  stood  firm.  No  man  who  had  ever  been 
found  drunk,  on  or  off  ditty,  should  be  employed  in  any  connection 
with  the  running  of  trains.  A  man  discharged  for  drunkenness,  what¬ 
ever  his  job,  “should  never  be  reemployed  on  any  road  owned  by 
this  Company.”  Where  it  was  “important  to  inflict  severe  penalties,” 
local  officers  should  have  no  discretion.  “I  do  not  suppose  deserters 
would  ever  be  .shot  in  the  armv ,”  argued  the  president,  “if  it  was  left 
optional  with  the  captain  of  the  company  from  which  they  de¬ 
serted.” 

Potter  referred  the  issue  to  a  general  meeting  of  all  superinten¬ 
dents.  At  first,  Perkins  wanted  to  appear  personally  to  continue  the 
debate  before  the  group,  but  the  general  manager  tactfully  sug¬ 
gested  that  their  presence  might  inhibit  discussion.  The  president 
finally  agreed  to  send  a  short-hand  man,  “to  get  each  superintendent 
down  on  paper.”  Following  the  meeting,  Perkins  and  Potter 
worked  out  a  formal  memorandum  harmonizing  their  views  with 
those  of  the  superintendents.  It  was  a  victory  for  local  authority: 

1.  Mfii  known  to  1h'  in  tlic  Iial)it  of  iK-comin}'  intoxiiatc'd  sliall  not  be 
taken  into  the  employ  of  this  company. 

2.  Station  agents,  train  and  engine  men,  and  telegraph  operators  who  are 
known  to  visit  drinking  places,  shall  be  warned  that  they  must  stop  it 
at  onee,  if  tlu-y  desire  to  remain  in  the  ::ervice  of  the  company,  and  if 
they  persist,  shall  be  discharged,  and  shall  not  be  employed  again  with¬ 
out  the  consent  of  the  general  manager. 

'•’C.  K.  r.  rkiiis  t»  T.  J.  Potter,  March  3.  1884,  .3/P6.36,  No.  5;  T.  J.  Potter  to  C.  E. 
Perkins.  Ntarch  5.  1884,  3/P4.56,  No.  2. 

"C.  K.  Perkins  to  T.  J.  Potter,  March  6,  1884,  3/P6.36,  No.  .5. 

’••  T.  J.  Potter  to  C.  E.  Perkins,  .March  14,  1884,  3/P4.56,  No.  2;  T.  J.  Potter  to  H.  B. 
Stone,  March  20,  1884,  3/P6.13. 
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3.  Station  agents,  train  and  engine  men,  and  telegraph  operators  known 
to  have  been  drunk,  either  on  or  off  duty,  shall,  as  a  rule,  be  diseharged. 

In  special  eases,  and  when  it  is  a  first  offense,  superintendents  and 
master  mechanics  may,  however,  use  their  discretion,  but  if  the  same 
man  is  found  drunk  the  second  time,  he  must  be  discharged. 

4.  No  person  discharged  for  drunkenness  shall  he  employed  again  without 
the  consent  of  the  general  manager.'" 

The  result.s  of  Perkins’  campaign  are  reflected  in  the  blacklist. 
Operating  trainmen  were  hit  hardest.  Switchmen  —  who  constituted 
less  than  6  per  cent  of  the  work  force  —  accounted  for  nearly  20  per 
cent  of  all  alcohol-related  discharges.  Brakemen,  with  slightly  more 
than  6  per  cent,  contributed  nearly  .32  per  cent.  Telegraph  operators 
and  dispatchers  (about  2.5  per  cent  of  the  work  force)  had  nearly 
7  per  cent.  In  contrast  were  the  track  laborers  ( 19.67  per  cent  of 
the  work  force  and  3.1  per  cent  of  the  discharges)  and  shop  workers 
(25  .30  per  cent  of  the  work  force  and  4.2  per  cent  of  discharges). 
In  the  late  1880s,  as  the  overall  level  of  blacklisting  declined, 
whiskev-related  discharges  made  up  a  larger  and  larger  proportion 
of  the  whole.  Until  1883  thev  were  generally  about  20  per  cent.  In 
1885  they  were  35.8  per  cent;  in  1888,  .57.4  per  cent;  in  1890,  74.8 
per  cent;  in  1892,  80.2  per  cent. 

Notwithstanding  these  mounting  proportions  there  is  reason  to 
question  the  campaign’s  ultimate  effect.  In  July  1890,  a  newspaper 
reporter  asked  what  the  Burlington’s  rules  were  regarding  drink¬ 
ing.  Before  responding  Perkins  canvassed  his  general  managers. 
All  reported  strict,  vigilant,  continuing  enforcement.  On  February 
26,  1902,  however,  a  tiny  Colorado  newspaper  told  a  different  story. 
The  Burlington,  said  the  Victor  Daily  Record,  had  begun  a  new 
campaign  against  licjuor.  Previous  enforcement  had  been  spotty 
and  directed  only  against  trainmen.  The  new  drive  would  involve 
all  employees  —  “even  the  track,  bridge,  and  building  depart¬ 
ments.” 

Since  stealing  was  a  stated  cause  in  only  .3.8  per  cent  of  all  cases, 
one  might  consider  it  unimportant.  Yet  president  Perkins,  in  an 
executive  memorandum  of  1884,  identified  alcohol  and  stealing  as 
the  two  greatest  problems  of  railway  discipline.’*^  Statistically,  steal¬ 
ing  accounted  for  only  about  13  per  cent  as  many  discharges  as 
alcohol.  It  was  basically  a  matter  of  visibility.  To  the  extent  that 
the  alcoholic  lost  control  of  his  Ifaculties,  he  was  unable  to  conceal 

Memorandum,  May  22,  1884,  3/l’6.36,  No.  .S. 

'Ml.  K.  Cowell  to  C.  E.  Perkins.  July  16.  1890,  .3/P4.5.  Series  2.  No.  H;  T.  S.  HowKind 
to  all  manaRers,  July  28,  1890,  .3/P4..58. 

Memorandum,  March  1.5,  1884,  3/P6.36,  No.  .5. 
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his  transgression.  But  there  was  nothing  about  larceny  that  dulled 
one’s  senses. 

It  was  essentially  a  crime  of  opportunity.  Shopmen  and  track¬ 
men  might  take  coal  or  supplies  on  a  casual  basis.  But  haphazard, 
occasional  stealing  was  hard  to  detect.  Numerically,  they  made  up 
an  insignificant  proportion  of  discharged  thieves.  The  real  culprits 
were  those  who  handled  money.  Conductors  with  about  3  per  cent 
of  the  work  force  contributed  26.8  per  cent  of  all  stealing  discharges. 
Station  agents  with  less  than  4  per  cent  contributed  nearly  10  per 
cent.  Brakemen,  who  often  collected  fares  on  trains  (sometimes 
without  authorization),  had  proportions  of  6  per  cent  and  20  per 
cent  respectively. 

There  was  an  iron-clad  rule  on  the  Burlington:  “No  man  who  is 
known  to  have  been  guilty  of  stealing,  shall  be  employed  anywhere 
in  the  service  upon,  or  in  connection  with,  any  railroad  owned  or 
controlled  by  this  company.”  It  was  a  rule  that  no  one  questioned. 
But  in  March  1884,  C.  E.  Perkins  began  to  suspect  that  it  was  not 
always  enforced.  In  the  early  1880s,  Jim  Bump  had  been  a  popular 
conductor  on  the  Iowa  Division.  He  knew  T.  J.  Potter  and  Henry 
B.  Stone  and  had  a  friendly  relation  with  Perkins  himself.  But  he 
began  to  drink  and  to  hold  back  collections.  Discovery  was  cata¬ 
clysmic.  He  lost  his  job,  he  was  blacklisted,  valued  personal  associ¬ 
ations  were  shattered,  and  his  family  was  shamed.  We  next  hear  of 
Bump  in  Coolidge,  Arizona  Territory,  where  he  had  reformed  and 
taken  a  job  on  the  Western  Division  of  the  Atlantic  &  Pacific  Rail¬ 
road.  But  for  Bump’s  family  Arizona  was  a  cultural  wilderness  with 
no  schools  for  his  children,  and  his  wife  longed  to  return  to  Iowa. 
In  March  1884,  Perkins  read  in  the  Burlington  Hawketje  that  Jim 
Bump  would  resume  his  old  run  on  the  C.  B.  &  Q.  Unable  to  believe 
it,  he  wrote  to  general  manager  Henry  B.  Stone  for  an  explanation. 
Stone  replied  that  he  and  vice-president  Potter  had  talked  the  mat¬ 
ter  over  and  had  decided  to  give  Bump  another  chance.  Under  pres¬ 
sure  from  Perkins,  Stone  and  Potter  cancelled  Bump’s  reinstatement, 
and  the  poignancy  of  the  situation  is  apparent  in  a  letter  from  Per¬ 
kins  to  Bump.  “Everything  you  say  appeals  to  my  personal  sym¬ 
pathy  ...  I  believe  that  it  is  your  intention  to  do  right  hereafter 
.  .  Nevertheless,  duty  to  the  company  made  reinstatement  out  of 
the  question.  “You  did  wrong  here;  and  you  have  been  severely 
punished;  you  must  now  work  out  your  salvation  somewhere  else.” 

Ibid. 

C.  E.  IVrkiiis  to  T.  J.  PotU-r,  March  3,  1884,  3/P6.36,  No.  5;  C.  E.  Perkins  to  T.  J. 
Potter,  March  5,  1884,  3/P6.36,  No.  5;  T.  J.  Potter  to  C.  E.  Perkins,  March  4,  1884, 
3/P4.56;  J.  M.  Bump  to  C.  E.  Perkins.  Febnum’  4,  1885,  3/P4.5,  Series  1,  No.  2;  C.  E. 
Perkins  to  J.  M.  Bump,  February  13,  1885,  3/P4.1. 
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Blacklists  as  Monitors  of  Lower  Management 

Blacklists  are  usually  thought  of  as  a  mechanism  to  be  used  by 
management  for  the  control  of  labor.  But  in  an  organization  the 
size  of  the  Burlington,  they  had  an  important  secondary  function. 
They  were  a  source  of  information  to  be  used  by  upper  manage¬ 
ment  in  monitoring  the  activities  of  lower  management.  It  is  not 
suggested  that  there  was  any  conscious  move  to  centrahze  disciplin¬ 
ary  responsibility,  the  location  of  which  was  clearly  defined  in  Per¬ 
kins’s  memorandum  on  “The  Selection  of  Employees”  ( May  1, 1885) : 
“Local  superintendents,  master  mechanics,  trainmasters,  road- 
masters  and  foremen  must  have  authoritv  over  their  men  to  secure 
proper  discipline;  and,  to  that  end,  they  must  have  absolute  power 
to  dismiss  from  the  service.  Men  may  be  dismissed  for  inefficiency 
or  bad  conduct,  or  for  the  reason  that  they  are  not  needed,  or  be¬ 
cause  they  are  not  in  a  general  way  satisfactory  to  those  in  authority 
over  them.”  But  if  the  authority  of  the  local  officer  was  unassail¬ 
able,  his  job  tenure  was  not.  The  proper  remedy  for  bad  judgment 
or  injustice,  thought  Perkins,  was  not  to  weaken  the  officer’s  au¬ 
thority,  but  to  dismiss  the  officer.”- 

Regardless  of  how  Perkins  tried  to  conceal  it,  his  remarks  be¬ 
trayed  a  basic  insecurity  of  Burlington  management.  The  case  of 
Charles  Francis  Jauriet,  superintendent  of  motive  power  from  the 
1850s  to  1872  is  illustrative.  A  dozen  important  patents  bore  his 
name,  but  as  early  as  1868,  Robert  Harris  was  uneasy  about  the  way 
he  handled  men.  In  1872  a  young  engineman  named  Thorpe  claimed 
he  had  been  fired  for  refusing  to  contribute  to  buy  Jauriet  a  present. 
Harris  demanded  an  explanation,  and  when  Jauriet  refused,  he 
reinstated  Thorpe.  As  a  result,  the  superintendent  of  motive  power 
resigned.  Harris  prohibited  all  such  assessments  for  the  future.  His 
memorandum  was  still  in  force  in  1900.“'’ 

Others  recorded  similar  problems.  In  1876  William  B.  Strong 
warned  the  master  mechanic  at  Aurora  that  foremen  must  treat 
subordinates  “fairly  and  as  men”  (emphasis  in  original).  “Persecu¬ 
tion  for  private  or  personal  reasons  we  cannot  allow.”  Four  years 
later,  a  division  superintendent  complained  about  a  foreman  on  an 
extra  gang.  “He  finds  fault  and  grumbles  all  the  time  and  does  not 
allow  the  men  to  talk  during  working  hours.”  Discipline  “ought  not 

Memorandum,  “The  Selection  of  Employees,”  May  1,  1885,  3/P4.56,  No.  4. 

““  Ihitl. 

Rohert  Harris  to  II.  Hitchcock,  December  7,  1868,  .3/114.1;  Robert  Harris  to  C.  F. 
Jauriet,  June  20,  1872,  3/114.1;  Robert  Harris  to  C.  1’.  Jauriet,  June  19,  1872,  .3/114.1. 
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to  be  overdone.”  T.  J.  Potter  learned  in  1883  that  several  passenger 
engineers  had  been  disciplined  for  smoking  on  duty.  “It  is  just  such 
rules  as  these  that  make  trouble  and  disturbance  among  our  men.” 
When  C.  W.  Eckerson  fired  an  engineer  in  1885  for  “being  indepen¬ 
dent,”  the  general  manager  intervened.  No  one  had  said  anything 
about  job  performance.  Independence,  observed  Potter,  “perhaps 
is  a  pretty  good  trait.” 

Regardless  of  such  frustrations,  there  is  no  evidence  that  the 
blacklist  was  designed  as  a  threat  to  lower  management.  But  there 
are  indications  that  it  was  perceived  that  way.  Suppose  that  from  a 
certain  division  there  came,  month  after  month,  a  long  list  of  dis¬ 
charge  entries:  “careless,”  “incompetent,”  “insubordinate,”  “irrespon¬ 
sible,”  “no  good.”  Might  it  not  suggest  that  the  superintendent 
lacked  skill  and  judgment  in  dealing  with  men?  And  what  if  the 
discharges  were  justified?  Did  it  not  then  reflect  on  the  officers  who 
hired  those  men? 

Small  wonder  that  in  the  early  1880s  T.  J.  Potter  found  division 
superintendents  unenthusiastic.  He  was  constantly  prodding  them 
to  get  their  lists  in  promptly.  He  frequently  lamented  oversights, 
omissions,  and  misspelled  names.  He  was  concerned  that  in  making 
reports  superintendents  were  not  “explicit  in  giving  the  reason  for 
discharge.”  “State  it  fully,”  he  instructed  one  superintendent,  “so 
that  we  will  not  get  men  on  the  list  who  should  not  go  there.” 

The  list  itself  contains  evidence  of  failure.  In  more  than  10  per 
cent  of  all  cases  the  record  does  not  carry  an  identifiable  reason. 
Often  the  designation  is  “no  good,”  “no  account,”  “worthless,”  or 
“useless.”  The  abrupt  decline  of  blacklist  entries  after  1886  in  the 
context  of  a  growing  labor  force  is  further  evidence.  There  is  no 
reason  to  suspect  a  decline  in  disciplinary  activity.  Nor  did  super¬ 
intendents  stop  keeping  records.  But  apparently  they  no  longer 
reported  most  discharges  to  the  Chicago  office.  From  September 
1888,  for  instance,  through  February  1891  the  superintendent  of 
shops  at  Hav'elock,  Nebraska,  kept  a  private  discharge  record.  There 
were  94  cases.  But  only  nine  of  those  names  appear  on  the  system- 
wide  list  submitted  by  the  Burlington  &  Missouri  River  Road  in 
Nebraska.-® 

-‘VV.  B.  Stninn  to  VVilli;ini  Wilson,  May  27.  1S76,  3/111.1;  VV.  C.  Perkins  to  J.  U. 
llastin;;s,  Jnlv  .5,  1880,  3'Po.l;  T.  J.  Potter  ti>  11.  B.  Stone,  Febrnarv  14,  1883,  3/Pfi.l3; 
T.  J.  Potter  to  11.  B.  Stone,  April  29,  188.5,  3  P6.13. 

-•T.  J.  Potter  to  VV.  C.  Perkins,  Mav  27,  1879,  .3/P6.1;  T.  J.  Potter  to  Joel  VVt’St,  July 
18,  1879,  3  P6.1;  VV.  C.  Perkins  to  ().'  K.  Stewart,  June  4.  1880.  3/P.5.1;  T.  J.  Potter  to 
H.  B.  Stoin-,  September  4,  1880,  3'P6.1;  T.  J.  Potter  to  K.  Bvder,  Deeember  23,  1880, 
3  P6.1;  T.  J.  Potter  to  J.  14.  Besler,  Febrnarv  8,  1881,  3/P6.1;  T.  J.  Potter  to  VV.  C.  Perkins, 
Febnum-  8,  1881,  3/Pf).l. 

Tbis  (loeninent  was  made  available  tbron^jb  the  courtesy  of  Mr.  J.  N.  Neni»‘th,  Super- 

EMFLOYEE  BLACKLISTING,  1877-1892  457 


The  End  of  the  Blacklist 


It  remained  for  another  Burlington  executive  named  Harris  to 
deliver  the  final  blow  to  a  dying  institution.  In  July  1892,  George  B. 
Harris  ( then  second  vice-president )  received  a  circular  from  a  road 
outside  the  Burlington  system  warning  against  “certain  employees 
discharged  for  criminal  practices.”  Harris  took  the  occasion  to  write 
to  each  of  the  general  managers  and  general  superintendents.  “I  am 
opposed  to  ‘Black  Lists’  and  boycotts  of  all  kinds,”  he  declared,  “and 
will  not  promote  or  permit  them  —  or  keep  them  on  file  when  re¬ 
ceived  from  others.”  Monthly  discharge  lists  were  a  waste  of  time. 
In  (‘inploying  men  for  responsible  work,  current  references  must 
alwa\s  be  required.  References  should  be  checked.  In  the  case  of 
discharged  C.  B.  &  Q.  employees  seeking  work  on  other  lines,  he 
would  provide  letters  “to  the  effect  that  their  services  were  satisfac- 
tor)'  or  unsatisfactory  and  let  it  go  at  that.”  He  was  certain  that  the 
company  would  get  better  employees  “by  permitting  and  requiring 
good  men  to  produce  good  credentials  than  by  attempting  to  keep 
a  blacklist  of  |  the  |  dis.solute  and  vicious.”  -* 

On  the  Burlington  Railroad,  the  demise  of  the  blacklist  was  not 
so  much  the  death  of  an  old  era  as  the  stillbirth  of  a  new  one. 
From  the  perspective  of  the  worker,  the  threat  was  not  centralized 
power  but  arbitrar)’  power.  The  railway  brotherhoods  needed  a 
central  management  authority  with  which  to  negotiate.  Every  major 
union  negotiation  from  1876  to  1900  involved  disciplinary  procedure. 
Management,  too,  had  much  to  gain  from  central  control.  “1  am  not 
partial  to  the  publication  of  laws  for  the  government  of  employees,” 
admitted  Robert  Harris  in  1877.  But  if  a  “general  scheme”  would 
lead  to  “greater  carefulness  and  less  passion”  in  the  exercise  of 
disciplinary  authority,  it  would  greatly  improve  employee  morale. 
C.  E.  Perkins,  T.  J.  Potter,  and  George  B.  Harris  all  admitted  abuse. 
They  differed  only  on  the  extent.  None  denied  a  threat  to  the  morale 
of  the  work  force.”'* 

Perkins  would  have  answered  that  centralization  had  its  own  risks. 
“If  officers  and  foremen  must  prefer  charges  and  specifications,”  he 


intcMKlciit  of  Shops,  C.  B.  Q.  H.  M.  Co.,  Havelock,  Nebraska.  Coini)iitatioiis  have  been 
made  from  a  microHIm  copv  in  possession  of  the  author. 

-"Ceorjje  H.  Harris  to  ]'.  U.  Hastings.  Julv  21,  1892,  H.5.2I;  Ceorfie  H.  Harris  to  W.  F. 
Merrill,  July  22,  1892,  H.5.2.3;  G.  W.  HoUlrese  to  Ge<irne  B.  Harris,  July  2.3,  1892,  33/l‘K)0 
fi.ll;  Cieorne  B.  Harris  to  G.  W.  HoUlrej;e,  July  30,  1892,  H.5.23;  W.  F.  Merrill  to  George 
B.  Harris,  July  29,  1892,  .3  'H5.1.5;  George  B.  Harris  to  G.  W.  Holdrege,  October  4,  189.5, 
3  H.5.23. 

-’'Hohert  Harris  to  G.  K.  I’erkius,  December  11,  1877,  3/H4.4. 
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asked  rhetorically  in  1877,  .  .  what  becomes  of  your  discipline?” 

Unless  local  authorities  had  the  absolute  power  to  hire  and  fire,  how 
could  they  be  held  responsible  for  results?  And  yet  even  Perkins 
changed  with  the  years.  When  his  1885  memorandum  on  “The 
Selection  of  Employees”  was  reissued  in  1890,  three  crucial  sections 
regarding  discipline  had  been  deleted.  At  least  publicly  he  was  no 
longer  willing  to  assert  the  “absolute  power”  of  local  officials.-* 
When  George  B.  Harris  outlawed  the  blacklist  in  1892,  he  was  act¬ 
ing  pragmatically.  Justifying  those  entries  in  a  court  of  law  was  a 
solicitors  nightmare.  Anti-blacklisting  laws  in  even  a  few  states 
made  it  impractical  on  the  Burlington  as  a  whole.  In  a  sense,  it 
was  a  reactionar\-  mo\  e  —  a  move  away  from  procedures  and  stan¬ 
dards.  The  time  was  not  far  olF  when  the  internal  cost  of  arbitrary 
power  would  weigh  more  heavily  than  the  external  threat  of  loss  of 
control. 

-'C.  K.  I’l'rkiiis  to  Holirrt  Harris.  IVconitH-r  15,  1877,  3''1/1870  3.6. 
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By  William  J.  Hausman 

ASSISTANT  PKOFESSOH  OF  ECONOMICS 
UNIVERSITY  OF  NORTH  CAROLINA,  GREENSBORO 

Size  and  Profitability  of  English  Colliers  in 
the  Eighteenth  Century* 

C  Taking  a  fresh  look  at  the  factors  bearing  on  profitahilitij  of  carnjing 
coal  from  Newcastle  to  London  in  the  eighteenth  ccntunj.  Professor 
llausman  finds  that  average  ship  loads  rose  and  technologii  improved 
during  the  period,  lie  notes  that  this  is  consistetit  with  Adam  Smith's 
dictum  that  England’s  effort  to  monopolize  the  colonial  carniing  trade, 
through  the  Navigation  Acts,  would  divert  capital  from  domestic  to 
colonial  shipping,  therehij  raising  rates  of  retttrn  in  the  former  and  low¬ 
ering  them  in  the  latter. 

In  his  book,  The  Rise  of  the  English  Shipping  Industry,  Ralph 
Davis  estimates  that  the  average  net  rate  of  return  to  a  ship  in  the 
overseas  trade  (Virginia  and  Malaga)  in  the  eighteenth  century 
ranged  between  1  per  cent  to  5  per  cent  per  annumd  He  admits, 
however,  that  “the  voyage  estimates  do  not  .  .  .  lay  bare  the  secrets 
of  profitability  before  the  Industrial  Revolution.  All  this  argument 
has  shown  is  that  a  variety  of  forces  were  working  in  different  direc¬ 
tions  to  keep  shipping  profits  from  moving  far  or  fast;  probably  to 
keep  them  in  line  with  those  in  similar  fields  of  investment.”  -  Yet, 
the  rather  low  rate  of  return  might  suggest  that  this  sector  of  the 
shipping  industr)'  was  overcapitalized,  which  would  indicate  that 
the  rate  of  return  was  not  equivalent  to  that  in  similar  fields  of  in¬ 
vestment.  In  fact,  Adam  Smith  had  argued  almost  two  centuries 
earlier  that  because  of  the  monopoly  of  the  colonial  trades  afforded 
by  the  Navigation  Acts,  there  was  a  redirection  of  capital  out  of 
both  domestic  industry  and  other  foreign  trades  into  the  colonial 
trade:  “The  monopoly  of  the  colony  trade  too  has  forced  some  part 

Business  Ilislonj  liericw.  Veil.  LI,  No.  4  (WiiittT,  1977),  Copyri'nlil  ©  The  President  and 
Fellows  of  Harvard  Collef'e. 

*  I  wish  to  thunk  Larry  1).  Ne.d  for  helpfid  eonnnents  on  an  earlier  version  of  this  paper, 
the  staff  of  the  C()r))uration  of  London  Record  Offiee  for  conKenial  assistance,  and  the  Social 
Science  Research  Council  for  financial  support  while  in  London.  Any  i-rrors  of  fact  or 
interpretation  are  my  own. 

'Ralph  Davis,  The  Rise  of  the  English  Shipping  Industry  (Newton  Abbot,  1972),  .‘178- 
379.  This  was  a  substantial  revision  of  his  estimate  of  20  per  cent  found  in  “Earninj'S  of 
Capital  in  the  English  Shipping  Industry,  1670-1730,”  Journul  of  Economic  History 
( September,  1957). 

*7hid.,  382  383. 


of  the  capital  of  Great  Britain  from  all  foreign  trade  of  consumption 
to  a  carrying  trade;  .  .  .  The  monopoly  of  that  trade  besides,  by 
forcing  towards  it  a  much  greater  proportion  of  the  capital  of  Great 
Britain  than  what  would  naturally  have  gone  to  it,  seems  to  have 
broken  altogether  the  natural  balance  which  would  otherwise  have 
taken  place  among  the  different  branches  of  British  industry.”  ^ 

It  is  possible  to  conduct  a  limited  test  of  this  assertion  by  estimat¬ 
ing  the  rate  of  return  to  colliers  engaged  in  the  Newcastle  to  Lon¬ 
don  coal  trade  in  eighteenth  centurv,  and  then  comparing  this 
to  the  figures  that  Davis  obtained  for  returns  in  the  overseas  trade 
(of  which  the  colonial  trade  comprised  a  substantial  element). 

The  transition  from  wood  to  coal  as  a  source  of  energv  for  Lon¬ 
don’s  households  and  manufacturers  was  nearly  complete  bv  the 
beginning  of  the  eighteenth  century.  Since  there  were  no  coal  fields 
in  the  immediately  surrounding  area,  a  vigorous  coastal  trade  had 
developed  between  London  and  Newcastle-upon-Tyne,  the  earliest 
and  most  productive  coal-producing  region  of  the  nation.  With  the 
growth  of  the  coal  trade,  the  distributive  process  evolved  into  a 
sophisticated  organization,  with  detailed  specialization  of  function. 
The  Nenvcastle  mine  owners  operated  through  factors,  known  as 
“fitters,”  who  acted  as  agents  of  the  owners,  and  who  sold  coal  to 
the  .ship  masters.  At  London  the  ship  masters  sold  to  a  group  of  coal 
factors  known  as  “crimps,”  “lighter  men,”  or  “coal  buyers,”  who  then 
distributed  the  coal  to  other  wholesalers,  retailers,  or  large  consum¬ 
ers.  In  spite  of  the  fact  that  it  was  not  uncommon  for  lightermen 
or  mine  owners  to  own  shares  in  several  ships,  the  shipping  sector  of 
the  trade  remained  a  distinct  link  in  the  chain  of  distribution.^ 

The  coastal  shipping  industry  was  the  most  competitive  aspect 
of  the  trade,  and  the  ship  masters’  several  attempts  to  control  the 
market  had  never  been  successful.  Ease  of  entry  was  one  of  the 
factors  that  made  the  industr)-  competitive.  Not  only  was  it  pos¬ 
sible  to  fit  out  a  new  ship  for  the  trade  ( although  this  was  probably 
a  rare  occurrence,  as  the  colliers  were  known  as  the  dregs  of  the 
fleet),’’  but  it  was  easv  to  switch  over  from  the  foreign  coal  trade  to 

•'  Adam  Smith,  An  Iniftiiry  into  thi-  \iiturr  anil  Caiiscx  of  the  Wealth  of  Sationx  ( N*-\v 
Yi>rk.  1917),  ”0. 

‘  For  the  h(ildiii)'s  of  John  Oihsoii  and  William  Williford,  London  lij;htrrmrn,  son  I’nhlic 
Hecord  Officr,  Tn-asnn.’  I’apors  Tl  llO  no.  12.  'I'hfy  individually  ownod  jrarts  of  iiinvtt'fn 
ships. 

'■  Kalph  Oavis  stated;  “The  woojien  ship,  if  well  looked  after  and  free  from  accident 
conld  have  a  vers’  loiif;  life  —  so  lonj:,  indeed,  th;it  one  may  suppose  the  majority  of  ships 
to  have  ended  their  lives  vioh'iitly  and  siiddi-nly  in  storm  or  fire,  rather  than  to  have  rotted 
throutrh  old  ajic  as  colliers  ami  hulks.”  “Kaniinf's  of  (Capital,”  411.  J.  II.  Parry  had  a 
better  opinion  of  the  collier.  He  stated:  “Colliers  had  to  he  stront;.  Th«’y  were  .solidly  built 
of  oak;  their  ])roportions  wer»'  moderate;  their  tumhle-home  relatively  slij;ht;  and  they  had 
robust  transom  stems.  They  retiiined,  on  the  other  hand,  som<-  of  the  virtues  of  the  fluijt: 
thi'ir  fidl  section  ( i.e.,  flat  Hcarr);  their  cap;icious,  almost  nx’tanjjular  hf>ld;  their  simplicity 
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the  coastal  trade, “  if  profits  were  deemed  high  enough  to  warrant  it. 
In  particularly  difficult  years,  colliers  could  even  be  fitted  out  for  the 
colonial  trade.  Raymond  Smith  notes  that  the  Cleveland,  which  had 
been  used  as  a  collier  in  1728  and  1729,  was  sent  to  Carolina  in  1730.^ 
Both  contemporaries  and  modern  historians  have  argued  that  one 
characteristic  of  the  industry  was  severe  overcapitalization.”  If  true, 
this  should  manifest  itself  in  low  returns  on  invested  capital.  At  the 
same  time,  the  first  seventy  years  of  the  century  were  noted  for 
certain  improvements  in  the  trade.  The  average  capacity  of  the 
ships  was  said  to  have  risen  while  crew  size  remained  constant,  thus 
signalling  technological  development.” 

Evidence  in  sources  located  in  the  Corporation  of  London  Record 
Office  can  help  to  explain  several  aspects  of  the  nature  and  develop¬ 
ment  of  the  .shipping  component  of  the  coal  trade.  The  Collectors 
Returns  of  the  Orphans'  Duty  includes  not  only  figures  for  coal 
imports,  but  also  lists  every  .ship  (with  master)  that  unloaded  coal 
from  the  period  1694  to  1775  (with  one  month  missing).  By  divid¬ 
ing  yearly  coal  imports  by  the  number  of  ships  that  entered  the 
harbor  (counting  each  entry  separately),  the  yearly  mean  load  per 
ship  can  be  calculated. 

A  dramatic  increase  in  average  load  occurred  in  the  early  1720s 
and  continued  until  1750.  From  1751  to  1757,  there  was  a  sharp 
decline  followed  b)’  a  gradual  recovery.  The  large  increase  in  aver¬ 
age  load  occurred  during  a  time  when  the  volume  of  imports  was  not 
rapidly  expanding,  and  the  large  drop,  which  began  around  1750, 
bottomed  out  during  the  Seven  Years’  War.  There  are  three  ways 
for  average  load  to  be  rising:  either  larger  ships  found  the  trade 
attractive  and  entered;  smaller  ships  found  the  trade  unattractive 
and  chose  to  leave;  or  utilization  of  existing  ships  was  rising.  The 
nearly  50  per  cent  rise  in  average  load  between  1720  and  1750  ap¬ 
pears  to  be  too  large  to  be  attributed  only  to  increased  utilization, 
and  can  be  explained,  at  least  partially,  by  increased  ship  size.  The 
increase  in  average  load  did  not  come  from  growth  in  the  very  top 

and  cfonomy  of  si/e.  They  had  bluff  hows  and  straif;ht  stems,  with  no  hcakhi-ad  and  only 
a  nuKli-st  cutwater;  they  were  built  for  strength  and  carryinj;  c;ipacity,  not  tor  soeial,  cer¬ 
tainly  not  for  I<K)ks.  Tlieir  (|ualities  were  widely  appreciated;  when  Cook  used  Whitby- 
built  collier  banjues  for  his  exploring  voyages,  no  eyebrows  wrTe  raised  at  the  admiralty.” 
Trade  and  Dominion  (London,  197 i),  282. 

"John'U.  Nef,  The  Rise  of  the  British  Coal  Industry  (London,  1932),  I,  85  86.  See 
;dso  Ji>hn  Stewenson,  Obseriations  on  the  Coal -Trade  in  the  Tort  of  \ewcastle-upon-Tyne 
(London,  1789),  2.  He  assertc-d  that  ships  frequently  switched  over  from  the  Baltic  ;md 
Archangel  Trade  to  the  coastal  coal  trade. 

■  haymond  Smith,  Sea-Coal  for  London  (London,  1961),  107. 

'•See  Edward  Hughes,  North  Country  Life  in  the  Eighteenth  Century  (London,  1952), 
218,  and  Nef,  British  Coal  Industry,  II,  9.5  96. 

“T.  S.  Willan,  The  Eni’lish  Coastinf’  Trade,  1600  1750  (Manchester,  1967),  16.  See 
;dso  Lawrence  A.  Harper,  The  English  .Vaiigation  Laws  (New  York,  1939),  33.5. 
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end  of  the  trade,  however,  as  there  were  very  few  “super-colliers.” 
The  largest  ships  carried  something  over  400  chaldrons,  or  about 
S30  tons,’"  but  there  were  never  more  than  two  or  three  of  these 
plying  the  trade  at  one  time.  The  Herring,  which  carried  on  trade 
between  1694  and  1702,  and  regularly  unloaded  between  420  and 
440  chaldrons  at  London,  was  barely  matched  in  size  by  any  ship 
plying  the  trade  between  1702  and  1770.  The  total  number  of  ships 
participating  probably  exhibited  neither  dramatic  increases  nor 
decreases,  so  that  the  growth  in  average  load  per  ship  most  likely 
came  about  as  larger  ships  gradually  replaced  decaying,  smaller 
ones,  with  a  break  in  the  trend  due  to  the  Seven  Years’  War.”  Dur¬ 
ing  the  war,  larger  ships  were  undoubtedly  called  into  service  by 
the  navy  (e.g.,  for  use  as  troop  supply  ships). 

What  could  be  of  critical  importance  to  a  master,  representing 
the  difference  between  profits  and  losses  in  most  cases,  was  the 
number  of  voyages  made  per  j  ear  and  the  utilization  of  capacity 
on  each  trip.  It  is  difficult  to  trace  a  single  ship  through  the  Col¬ 
lectors  Returns,  unless  it  has  some  outstanding  feature.  For  the 
late  seventeenth  and  early  eighteenth  centuries,  two  ships  were  out¬ 
standing  for  their  size:  the  Herring  (George  Eubank,  Joshua 
Neatch,  George  Brown,  and  John  Eubank,  masters  at  one  time  or 
another),  and  Owners’  Adventure  (Henry  Moore,  master).  Each 
carried  over  400  chaldrons  per  voyage.  For  the  years  1756-1760,  a 
ship’s  Alphabet  has  been  compiled.  This  volume  cross-listed  every 
entry  from  the  Collectors  Returns  for  those  years  by  ship,  so  that 
it  was  very  easy  to  pick  out  a  particular  vessel  and  see  exactly  how 
often  it  entered  London  and  exactly  how  much  coal  it  carried  on 
each  trip.  It  should  be  noted  that  the  years  covered  by  the  Alphabet 
were  during  the  early  part  of  the  Seven  Years’  War  and  may,  there¬ 
fore,  be  biased  toward  smaller  ships  and  fewer  voyages  per  year 
than  would  normally  be  the  case. 

■"  Iinpiirts  into  Loiulon  wt-rc  nn-asiirt'd  in  London  chaldrons,  a  unit  of  volume  fixed  by 
statute.  It  was  made  np  of  four  “vats’"  of  coal.  th»‘  standard  of  which  was  kept  at  the 
(inildhall.  Uy  the  eighteenth  ceiitniy,  this  was  roughly  e(piivalent  to  26..S  hundredweif'ht 
or  Pfi  tons.  The  \«-wcastle  chaldron  was  approxiiinitely  twice  the  l.ondon  chaldron.  Sec 
.\ef,  Hrilisli  Coni  tnduslnj,  II,  :ff>7. 

"  Willan,  Coastinf’  I'radc,  14.  \ef  argued  that  the-  nnmher  of  ships  in  the  trade 
jiiniped  from  400  in  the  mid-sevniteenth  cent<ir%’  to  aixmt  I<M)0  in  the  late  sevenO'enth 
cmitnr)’.  This  incri’ase  was  said  to  have  conn-  ahont  from  both  native  production  and  the 
fitting  out  of  Dutch  prizes.  It  is  doubtful,  howev<-r,  that  all  10(M)  w»Te  enganed  in  the 
coal  tnRIe.  Hriti.sh  Co<d  Indudnj,  II,  O.'r  06.  Matthias  Dunn  noted  that  for  170.J,  “The 
Masters  of  the  Trinity  floiise  asserted,  that  600  ships,  .  .  .  with  4,.'500  men,  were-  n-- 
(piisite  for  carryinj'  on  this  branch  of  comnu'rc*’,  which  they  said  was  the  rate  for  the 
last  three  years.”  Vine  of  the  Cool  Triidc  ( \ewcastle-ui>on-Tyne,  1844),  21.  In  1800, 
the  fipire  was  put  at  400  on  average  (iievtT  less  than  '100  nor  more  than  .500).  Great 
Britain,  Parliament,  House  of  Commons,  IHOO  Coal  Committee  Report,  .31.  An  estimate  of 
OtMl  ships  attached  to  the  trade  in  17.57  was  obtained  by  countiiif'  the  ships  listed  in  the 
Alphabet  ( f:or|H>ration  of  London  Ib-cortI  Office)  for  that  year.  The  exact  number  is  not 
ci-rtain  becansi-  “A”  and  “B”  were  inissin;;  ami  had  to  be  estimatt-d. 
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Table  1  presents  the  average  number  of  trips  per  year  and  aver¬ 
age  cargo  size  for  the  two  large  ships  in  the  early  days  of  the  cen¬ 
tury  and  a  representative  sample  of  ships  later  in  the  century. 
Several  important  points  underlie  this  table.  First,  it  was  quite  un¬ 
usual  for  a  ship  to  leave  Newcastle  without  a  full  cargo.’-  The 
amount  carried  from  trip  to  trip  \  aried  only  slightly,  as  the  relatively 
low  standard  deviations  attest.  Apparently,  the  masters  were  satis¬ 
fied  to  wait  in  Newcastle  for  a  full  cargo,  rather  than  to  take  only 
half  a  load  and  return  early.  Furthermore,  the  (juickest  round  trip 
possible  was  about  a  month  (with  several  of  the  smallest  ships 
making  the  trip  in  three  weeks  on  occasion ),  making  twelve  voyages 
the  absolute  maximum  potential  for  the  \ear.  Of  course,  shipping 
was  curtailed  to  a  great  extent  during  winter,  so  that  the  effective 
maximum  potential  number  of  vovages  per  year  was  probably  closer 
to  eight  or  nine.’  ’  Few  ships  made  this  many  voyages  per  year. 
The  average  number  of  trips  per  year  for  this  sample  was  just  over 
four.  Tlie  Sea  Adventure  of  Whitby,  a  ship  that  appears  to  have 
been  permanently  attached  to  the  London  coal  trade,  averaged 
about  seven  trips  per  vear  (keeping  in  mind  the  fact  that  these 
figures  were  for  war  \ears).  Ships  entered  occasionally  as  few  as 
one  time  per  year,  suggesting  either  severe  under-utilization  or  in¬ 
volvement  in  other  trade  routes  for  the  balance  of  the  year.  These 
ships  may  well  have  been  attached  more  regularly  to  another  port’s 
trade  (such  as  King’s  Lynn  or  Great  Yarmouth),  or  they  may  have 
been  involved  in  the  corn  trade  or  even  the  fort'ign  trade.  It  is 
clear,  however,  that  a  number  of  the  ships  specialized  in  the  London 
coal  trade.  This  would  be  expected,  since  contacts  could  be  regu¬ 
larized,  taking  much  of  the  uucertaintv  out  of  marketing. 

Insights  into  profit  conditions  in  the  London  coal  trade  are  gained 
from  accounts  given  of  several  collier  vovages  during  the  century. 
Most  of  these*  accounts  ^^'ere  written  as  polemics  during  a  contro- 
vers\  involving  the  trade,  and  as  such  needed  to  be  analyzed  care- 
fulK’.  The  usual  procedure  was  for  the  shipping  interest  to  present 
an  account  of  a  tx  pical  vox  age,  shoxving  a  very  low  profit  or  slight 


The  Collector’s  Returns  indicate  that  tliiTe  were  in  »-ach  inontli  several  ships  which 
nnhiaded  as  little  as  one  chaldron  of  coal.  These  were  clearly  not  colliers,  and  may  have 
iK'en  ships  that  took  on  coal  in  sonu'  port  in  lien  of  hallast.  The  -Newcastle  hostinen 
pointed  to  one  practice  apparently  ntili/ed  to  avoid  rettimiii)'  to  London  without  a  full 
carno.  “  .  .  .  Severall  shipps  did  putt  in  att  Sunderland  and  take  in  part  of  their  Inadein^ 
of  Coles  there  and  then  Come  into  this  Port  and  take  in  the  remaining  part.”  1'.  XX*.  Dendy, 
I'.striicts  from  the  Records  of  the  Comfiany  of  Ilostmen  of  Seucastel-upon-Tyne  ( Durham, 
1901),  109. 

The  coal  trade  w  as  seasonal,  with  most  ships  laid  up  diirinj;  XX’inter,  hut  it  was 
less  so  in  1770  than  in  1700.  For  the  first  twenty  years  ot  the  century,  winter  c-oal  im¬ 
ports  were  about  f)  per  cent  of  co;d  imports  during  the  rest  of  the  year.  From  17.5.'5  on,  this 
fi);urc-  fluctuated  around  20  per  cc-nt. 
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Table  1 


Average  and  Maximum  Number  of  London  Trips  per  Year 
AND  Average  Cargo  Size  for  Selected 
Eighteenth  Century  Colliers 


Ship 

Averace 
Nninher  of 
Trips  per  Year 

Maximum 
Trips 
per  Year 

.XscraKe  Cargo 
Size 

( ch.aldrons) 

.Standard 
Deviation 
of  (Cargo 
Size 

IIprriuK  (1694-1702) 

2.5 

4 

427 

11.1 

OwiuTs’  Aclvrntiin'  (1698  99) 
Cliarminji  Ik'tspy 

3.0 

3 

443 

17.6 

of  Varinoiith  (1757-58) 
(kowu 

5.0 

160 

5.5 

of  Vannoiith  (1760) 
Dianioiid 

6.0 

6 

312 

17.3 

of  Wlufhy  (1756  59) 

Exi  IiaiiKo’s  IncToaso 

4.5 

8 

171 

6.6 

of  Siiiulorlniul  (1758-59) 
Eortitiulc 

5.0 

6 

165 

4.5 

of  Sc  arhr"  (175(>-58) 

(  a-orm? 

3.7 

6 

374 

7.3 

of  Sliickls  (1757-60) 

Jn"  and  Sarah 

3.2 

5 

206 

10.2 

of  Whitby  (1756-59) 
linlnstry 

5.0 

8 

343 

6.9 

of  Shields  (1760) 

.Mari'aret 

6.0 

6 

343 

18.4 

of  Sniiderland  (1757-59) 
Newark 

3.0 

4 

137 

5.7 

of  Shields  (1756-59) 
l’ro\id(‘iuc 

5.5 

8 

146 

14.1 

of  London  (1756-58) 

Sea  Advenlnre 

2.0 

3 

257 

5.4 

of  Whitby  (1756-60) 
William 

6.8 

8 

248 

4.1 

of  Whitby  (1756-59) 

2.7 

5 

138 

2.8 

Sourti’s:  l,(iii(l<iii,  (Corporation  of  London  Hoc-ord  Office,  Collector’s  licturns  of  the  Orphans’ 
Duly  and  Ships’  Alphabet. 


loss.  This  account  would  then  be  attacked  by  another  group  in¬ 
volved  in  the  trade,  demonstrating  a  substantially  larger  profit  to 
the  shipper. 

The  first  set  of  accounts  is  for  the  year  1729  and  is  in  a  pamphlet 
by  Philalethes,  A  Free  and  Impartial  Enquiry  into  the  Reasons  of 
the  Present  Extravagant  Price  of  Coals.  Philalethes  first  reproduced 
an  account  drawn  up  by  the  shippers;  he  then  attacked  several  of 
its  particulars.  Table  2  reproduces  the  shippers’  account  with 
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Philalethes’  emendations  in  the  right-hand  column.  The  total  de¬ 
ductions  from  cost  per  voyage  ascertained  by  Philalethes  amount 
to  about  £40.  Over  half  of  this  total  was  the  charge  for  insurance. 
Philalethes  even  questioned  the  £7  per  voyage  he  had  originally 
acknowledged  and  eventually  included  this  charge  in  the  profits  of 
the  ship  owners:  “And  reckoning  the  seven  Pounds  per  Voyage  In¬ 
surance,  that  I  have  allow’d,  and  must  be  divided  to  the  Owners,  as 
they  seldom  or  never  insure  at  all.”  It  is  true  that  .ship  owners 
did  not  always  insure,  but  this  merely  indicates  that  they  accepted 
the  risk  internally.  Insurance  remains  a  legitimate  cost,  whether 
paid  out  of  pocket  or  internally  financed.  The  average  price  of  coal 
in  the  London  Pool  for  1729  was  27  shillings  per  chaldron,'"’  which 
would  produce  a  revenue  per  voyage  of  £273  17s.  The  range  of 
profit  per  voyage  in  that  )  ear  would  have  been  from  £2  to  £42,  de¬ 
pending  upon  whose  figures  were  believed.  At  eight  voyages  per 
vear,  a  figure  neither  faction  challenged,  the  total  yearly  profit 
would  range  from  £16  to  £336,  or  a  net  rate  of  return  of  from  1 
per  cent  to  24  per  cent  based  on  a  ship  worth  £1400. 


Tablk  2 

A  Typical  Round  Tiup  Collier  Voyage  with  Emendations,  1729 


Origii 

aal 

Emended 

1. 

s. 

(1. 

£.  s. 

(1. 

I.oiulon: 

60  Tons  of  Ballast  at  Otl.  pt-r  Ton 

2 

05 

(K) 

1 

16  00 

Heaving  in  tin-  Ball  at  3(1.  per  Score 

9 

00 

9 

00 

C3earinK  at  Craveseiul 

1 

00 

1 

00 

Newcastle: 

IleaxiiiK  out  tlie  Ballast 

12 

00 

One  Keel  and  Boat  Dues 

1 

01 

04  1 

12 

04 

2  Ballast  W’arraiits 

6 

00 

Townlionse  for  deliNerinjr  30  'I  ons  of  Ballast  as  lOd. 

1 

05 

00  j 

1 

104  Cli.  of  Coals  at  12s.  per  Cli. 

62 

08 

00 

62 

08  00 

13  Keel  Dues  at  13  s.  4(1.  per  Keel 

8 

13 

00 

8 

13 

00 

Triinniin^  the  Coals  at  Is.  per  Keel 

Coast  Duty  Is  per  Ch.  payiiiK  H  for  15,  made  ont 

13 

00 

13 

00 

at  London,  110  Ch.  and  Ticket  6(1. 

5 

10 

(Ki 

5 

10 

06 

Lifilits  at  4!i(l.  per  Ch. 

2 

03 

06M 

2 

03 

06!i 

Low  Lights  and  Buovs  of  Tine 

1 

02 

1 

02 

'rininouth  Lights,  Tea.se  Buoys,  Bridlington  Pier 

3 

09!2 

3 

09)i 

Townhouse  Dues  5(1.  per  Ch.  and  Ticket  i 

2 

06 

10 

1 

03 

05 

Portage  104  Ch.  at  6d.  per  Ch. 

2 

12 

00 

0  (H) 

00 

II(‘lp  in  and  ont  of  Ilarhonr 

10 

06 

0 

00 

00 

I’hilaU-lhos,  A  h'rcc  and  Inifjartial  Emfnirtj,  29. 

Si‘f  J.  E.  T.  K());rrs,  A  Histary  of  Agriculture  and  Prices  iii  Knulaml  (Oxford.  1(K)2). 
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Table  2  (continued) 

Orii'inal  Eim-iult'd 


£. 

s. 

tl. 

£. 

.  s.  tl. 

l.oiulon: 

Bill,  Cockft  I'Vcs,  aiul  Cocklouat 

14 

05 

14  05 

'Itl.  pt-r  Cli.  to  the  Lord  Mayor 

8 

08 

8  08 

Kinn  and  Clnirclt  Duty  at  8s.  per  Cli.  and  Bond 

83 

09 

06 

81 

07  09 

Mftam*  anti  Orjilians  14tl.  prr  Cli. 

12 

02 

06 

12  02  06 

(.riinps  C'oinniission 

l.T  Coalhfavt-rs  at  Is.  per  .Store  and 

1 

02 

06 

1 

00  00 

Drinkint'  Money 

7 

18 

06 

7 

18  06 

To  the  I.ygliterinen  Is.  per  Store 

Provision  for  10  Meti  atitl  Boys  at  9tl.  per  Day 

10 

06 

10  06 

for  a  Mo. 

11 

05 

(K) 

7 

10  00 

Master’s  Wages 

5 

10  00 

5 

10  00 

Mate  and  ('ari)ettter’s  Wages 

5 

05 

00 

5 

00  00 

6  Men  at  £2  i>er  Voyage 

12 

(K) 

00 

10 

10  (H) 

2  Boys  at  £1  5s.  per  Voyage 

Insnrant't'  tni  £1  KM)  I’riine  Cost  fttr  one  Voyage 

2 

10 

00 

1 

10  00 

at  27r  anti  I’oliey  (figure  tin  right 
liasetl  on  £7(M)  at  Kr) 

28 

01 

06 

7 

(K)  (K) 

Ineitlt'iits  anti  Coininon  Bepairs  for  a  Month 

9 

10 

00 

3 

05  00 

Total  Cdiarge  of  the  N’oyage 

208  Chaltlrons  of  Coals  at  l.ontlon  at  22s.  per  C'h. 

271 

13 

01 

232 

02  05 

21  ('ll.  to  the  .Store  with  8tl.  per  Ch.  Metage 

225 

01 

00 

225 

01  00 

Balant'f*  lost  hv  the  Vovage 

46 

12 

01 

7  01  05 

208  (’ll.  of  (aials  at  l.ontlon  at  28s.  per  Ch. 

21  (di.  to  the  Store  with  8tl.  per  Ch.  Metage 

284 

05 

00 

285 

05  00 

Balanee  <iaiunl  liy  the  Vo\age 

12 

11 

11 

52 

05  07 

Source:  I’hilalctlics,  A  Free  iin<l  Imi>tirlitil  Fm/iiiri/  into  tin-  Hiii\ims  itf  th<-  I'xtranifiiwt 
I’rirr  of  Coal.  (\~2Si). 


In  1738,  a  similar  controversv  arose.  The  shipping  interest  pub¬ 
lished  an  aeeount  of  a  eoal  vo\  age  in  the  Daily  Advertiser,  and  re¬ 
printed  it  as  The  State  of  a  Coal  Voyage  to  and  From  Newcastle. 
This  aeeount  was  attaeked  by  the  lightermen  in  a  pamphlet.  The 
Account  of  a  Coal  Voyage  in  the  "Daily  Advertiser"  Kxamind.  With 
the  Proper  Deductions  for  Nine  Voyages."’  The  original  aeeount 
with  emendations  is  reprodiieed  in  Table  3.  The  estimated  yearly 
profit  ranged  from  £83  to  £353  (representing  a  4  per  eent-18  per  eent 
return  on  eapital). 

It  is  possible  to  narrow  somewhat  the  wide  range  of  profit  figures 

"■•'rh<-sc  liiivc  l)ii-ii  rcpriiitcil  in  Willaii,  Cotislinfi  Triulf,  Appciiilix  5,  with  the  wrong 
date  attrihnte<i.  I  havi'  reproduced  the  accounts  here  in  a  more  coiiseiiieiit  form  for 
comparison. 
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in  order  to  compute  a  rate  of  return  for  capital  invested  in  shipping. 
The  profit  rate  will  be  calculated  in  the  following  manner:  subtract 
per  trip  out-of-pocket  costs  (cost  of  coal  at  Newcastle,  labor  and 
subsistence  charges,  incidental  charges,  and  taxes)  from  per  trip 
revenues  ( price  times  quantity  of  coal  sold  at  London )  to  get  gross 
returns  per  trip;  multiply  gross  returns  per  trip  by  the  number  of 
trips  per  year  to  get  gross  annual  returns;  subtract  annual  costs 
(insurance,  depreciation,  and  interest  expense)  from  gross  annual 
returns  to  get  net  annual  profits;  divide  net  annual  profits  by  in¬ 
vested  capital  to  obtain  the  profit  rate. 


Table  3 

A  Typical  Round  Trip  Collier  Voyage  with  Emendations,  1738 


Original 
£.  .s.  d. 

Emended 
i.  s.  d. 

Newcastle: 

To  160  Chaldrons  of  Coals  at  13s. 

104  00  00 

104 

00  00 

To  20  Keel  Dues  at  13s.  4d. 

13  06  08 

13 

06  08 

Duke  of  Riehinoud  Is.  per  Chaldron,  with  Ticket 

8  00  06 

8  00  06 

'rownhoiise  5d.  per  Cduildron,  and  Rer(|nisifes 

3  03  11 

1 

14  llli 

Eights  and  Trinity-I  louse  Duties  7  3/4  per  Ch. 

5  03  04 

5 

03  04 

'rriinminn 

1  00  00 

1 

00  00 

Rriinafte  for  the  Master 

4  00  00 

0  00  00 

Beer  for  the  Keehnen 

1  04  00 

6  00 

Total 

T40  04  05 

133 

11  05J4 

Char^es  at  London  on  300  Chaldron:  ® 

Kind’s  Duty  and  Bond 

117  05  06 

117 

05  06 

Metagc  and  Orphans’  Duty 

17  10  00 

17 

10  00 

City  Dues,  Coequet  Fee,  Entry  and  Return 

1  09  06 

16  06 

Nore  Linht 

4  00 

4  00 

16  Labourers  at  l  id.  per  Score,  &  Drinking  Money 

14  02  06 

12 

02  06 

Beer  for  the  Labourers 

1  01  00 

1 

01  00 

60  Tons  of  Ballast  and  heaving  in 

3  13  00 

3 

10  06 

Connnission  '2% 

1  19  06 

1 

19  06 

Total 

157  05  00 

154  09  06 

Incident  Charges  on  the  Voyage: 

\3ctuals 

12  05  00 

9 

03  09 

Cleariiifi  at  Cravesend 

2  00 

1  00 

Ilorse-Ilire  and  Wherry-IIire  at  Newcastle 

5  00 

5  00 

Charges  on  deliseriiiK  Ballast 

4  04  00 

2 

02  00 

Nails,  Shovels,  and  Port-Sails 

15  00 

0  00 

Pilotaj'e  in  and  out 

1  00  00 

10  00 

C'aiulles 

5  00 

5  00 

'Total 

18  16  00 

12 

06  09 
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Tables  (continued) 


Original 
£.  .s.  d. 

Emended 
£.  s.  d. 

Wa^os: 

The  Master 

7  00  00 

6  00  00 

.Mate  and  Carjicnter 

5  10  00 

5  05  00 

Ca)ok 

2  00  00 

1  15  00 

Six  Mi-ii  at  3.5s. 

10  10  00 

9  00  00 

Four  Roys 

3  00  00 

2  00  00 

Total 

28  00  00 

24  00  00 

'r»)tal  Charges  on  tin*  Voyage 

344  05  05 

324  07  0824 

Ry  300  Clialdron  of  Coals  at  27s.  and  Meta^e 

395  14  03 

.395  14  03 

Raised  hy  this  X’oyaKe 

51  08  10 

71  06  0624 

Supposed  to  make  nine  N’oyaj'es  every  Year 
makes 

462  19  06 

641  18  1024 

The  eommon  Wear  and  Tear  of  the  Ship’s  Materials 

will  recpiire  at  least  per  annum 

100  00  00 

50  00  00 

Interest  on  £2000  at 

100  00  00 

100  00  00 

liisnranee  at  per  Month  and  Poliey  for 

nine  Months 

280  04  06 

140  04  06 

Total 

380  04  06 

290  04  06 

Profit  |x*r  annum 

82  15  00 

351  14  0424 

Soiircfs;  The  Slate  of  a  Coal  Voyage,  (1738),  and  The  Account  .  .  .  Examin'd,  (  1T.>8). 
N'ofi';  ®  TIk-  uiitliors  assiinii-  that  15  Ldiidon  chaldrons  cciual  8  Newcastle  chaldrons. 


The  1738  figures  were  chosen  for  closer  examination,  since  they 
explicitly  include  depreciation  and  interest  expenses,  matters  that 
Philalethes  did  not  directly  confront.  Also,  in  the  later  controversy 
there  was  no  disagreement  concerning  the  value  of  the  ship  in  ques¬ 
tion  (one  of  above  average  size  for  the  coal  trade  at  that  time),  even 
though  the  lightermen  asserted  that  the  average  ship  in  the  trade 
cost  about  £1250. 

Tlie  issiu's  to  arbitrate  include  whose  set  of  operating  cost  esti¬ 
mates  to  use,  what  risk  premium  to  attach  to  the  trade,  and  what 
depreciation  figure  to  accept.  Once  these  issues  are  decided,  the 
annual  rate  of  return  can  be  calculated. 

The  total  difference  between  the  two  accounts  in  out-of-pocket 
costs  per  vovage  is  just  under  £20.  For  most  of  the  items  under  this 
category  it  is  not  possible  to  choose  one  side  over  the  other  intelli¬ 
gently.  For  example,  the  shippers  claimed  that  they  paid  to  London 
coalheavers  14d.  per  score,  while  the  lightermen  claimed  that  the 
coalheavers  were  paid  12d.  and  sometimes  lOd.  per  score.  There 
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is  simply  not  enough  evidence  to  decide  which  figure  was  correct. 
In  cases  such  as  this,  the  mean  of  the  two  values  was  chosen.  In 
several  cases,  however,  a  clear  choice  can  be  made.  Regarding  the 
item  of  victuals,  the  shippers  claimed  enough  provisions  for  a  month 
on  the  voyage,  whereas  the  lightermen  claimed  that  “when  there 
is  no  Combination,  Three  Weeks  is  sufficient  upon  an  Average.”  ” 
They,  accordingly,  deducted  one-fourth  of  the  charge  for  victuals. 
It  was  extraordinary  for  a  voyage  to  last  less  than  a  month,  so  that 
the  lightermen’s  deduction  in  this  case  was  not  allowed.  'The 
shippers’  claim  of  15s.  for  nails,  shovels,  and  port-sails  was  allowed 
as  maintenance,  rather  than  as  depreciation,  under  which  the  light¬ 
ermen  subsumed  it.  These  assumptions  result  in  a  figure  of  £335  14s. 
5d.  for  per  trip  out-of-pocket  costs.  With  the  supposed  nine  voy¬ 
ages  per  year,  and  a  price  of  27  shillings  per  London  chaldron,  a 
gross  return  per  year  of  £539  18s.  6d.  would  be  realized  ( Sec  Table 
4). 

Table  4 

An  Adjusted  Round  Trip  Collier  Voyage 
WITH  Estimated  Annual  Return  on  Capital,  1738 


£.  s.  tl. 

Cost  of  Coal  at  Newcastlo  (160  Ch.  at  13s):  104  00  00 

Labor  Cliarnos: 

Keels  at  Neweastle  13  06  OS 

Trimming  1  00  00 

Beer  for  Keelnuai  15  00 

('oalheasers  at  London  13  02  06 

Beer  for  Coallieavers  1  01  00 

Master’s  Wa^es  6  10  00 

Mate  and  Cariienter  5  07  06 

Cook,  Men,  Boys  13  12  06 

Total  54  15  02 

Incidental  Charttes  on  N'oyaKe: 

Friinaue  for  Master  2  00  00 

60  tons  of  Ballast  and  heas  iiiR  in  3  11  Of! 

Commission  1  19  06 

Vietnals  12  05  00 

Clearinj',  Horse-,  and  Wherry-Hire  6  06 

l>'livering  Ballast  3  03  00 

Nails,  Shovels,  Fort-Sails,  and  Candles  20  00 

FilotaKc  15  00 

Total  25  00  09 


>■  The  Account  .  .  .  Examin’d. 
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Table 4  (continued) 


L.  s.  d. 

Taxes: 

Rieliinniid  Shilling  with  Ticket 

8  00  06 

Towiilioiise,  Trinity-House,  and  Lights 

7  15  09 

Kintj’s  Duty  and  Boiul 

117  05  06 

Metatie  and  Orjiltans’  Duty 

17  10  00 

City  Dues,  Coetinet,  Entry  and  Return,  Nore  Lij'lit 

1  06  09 

Total 

151  18  06 

Total  Costs  of  the  N'oyaKe 

335  14  05 

•'l(K)  Chaldrons  of  Coal  at  27s.  per  Chalilron  and  Metaije 

395  14  03 

(Jross  Return  per  N’oyajje 

59  19  10 

Cross  Iteturn  at  Nine  Wiyajics  per  Year 

539  18  06 

Depreciation  at  .'5'T  per  year 

100  00  00 

Interest  Expense  at  per  year 

100  00  00 

InsuraiK  t'  at  .'5'f  per  year  phis  I’oliey 

100  04  06 

I’rofit  per  annnin 

239  14  00" 

.■\nnnal  return  on  capital 

12*;^. 

■At  risk  of  per  xoyane,  profit  per  annnin  is 

159  14  00 

Annual  return  on  capital 

sc; 

.At  eitllit  voyafies  per  \ear  (.IC  risk)  profit  pi-r  aiiiiiiiii  is 

179  14  02 

Annii.il  return  on  capital 

.At  ei'^lit  \o>a>ies  per  >far  (l^r  per  \oya>»e  risk) 

99; 

(irofit  per  annnin  is 

119  14  02 

Annual  return  on  capital 

67c 

Soiinrs:  Sir  I'alilr  i. 


The  replacement  cost  of  the  shiji  is  assumed  to  be  £2(K)(),  a  fact 
that  the  lightermen  accepted  to  make  their  calculations.'**  It  should 
be  noted  that  this  was  a  ship  of  above  average  size,  but  by  no  means 
extraordinarily  large  for  its  time.  Both  shippers  and  lightermen 
accepted  the  interest  charge  of  5  per  cent  on  £20(K)  as  being  reason¬ 
able.  This  figure  also  fits  with  Ralph  Davis’  figure  for  interest  ex¬ 
penditure  in  the  foreign  trade,”'  and  was  adopted  here. 

Two  items  upon  which  a  large  disagreement  occurred  were  in¬ 
surance  and  depreciation.  The  shippers  claimed  1  per  cent  per 
month  for  nine  months  (based  on  one  voyage  a  month  for  nine 
months,  or  9  per  cent  per  annum)  on  £2000.  The  lightermen  per¬ 
mitted  them  only  1  per  cent  per  month  for  seven  months.  Later 
they  claimed  that  insurance  could  be  bad  for  10  shillings  per  £100 

'■*  Charlrs  P<iv»-y  asserted  that  for  the  early  eifthteenth  eentury,  it  was  not  iineommon 
for  a  eoliier  to  eost  hetueeii  £211110  and  t  iOOO,  whieh  is  eonsistent  with  this  example.  See 
N'ef,  lirilish  ('ixil  Imlustrij,  I,  .'395. 

Davis,  f.'ng/i.s/i  S/iippinfj  Industry,  .377. 
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if  all  ships  were  insured  (at  nine  voyages  per  year  this  would 
amount  to  432  per  cent  per  annum In  the  1729  controversy  the 
shippers  claimed  2  per  cent  per  voyage  on  the  replacement  cost  of 
the  ship  ( which  at  nine  voyages  per  year  would  amount  to  18  per 
cent),  and  Philalethes  suggested  1  per  cent  per  voyage  on  the 
average  value  of  the  ship  ( or  4/2  per  cent  per  year).  Disregarding  as 
unrealistic  the  lightermen’s  claim  that  the  nine  voyages  could  be 
made  in  seven  months,  and  Philalethes’  contention  that  the  figure 
should  be  based  on  the  average  value  of  the  ship,  estimates  of  434 
per  cent,  9  per  cent,  and  18  per  cent  per  annum  remain.  Two  of 
these  are  high  when  compared  to  Ralph  Davis’  estimated  risk  factor 
of  5  per  cent  in  the  overseas  trade.  The  2  per  cent  per  voyage  sug¬ 
gested  by  the  shippers  in  the  1729  controversy  can  be  dismissed  as 
being  totally  unrealistic.  Accepting  the  9  per  cent  per  annum  figure 
would  imply  that  the  coal  trade  was  almost  twice  as  risky  as  the 
overseas  trade.  The  North  Sea  was,  admittedly,  a  hazardous  place 
to  operate,  and  there  was  an  incident  early  in  the  century'  in  which 
over  200  ships  were  lost  at  one  time,  but  masters  in  this  case  were 
constantly  plying  a  familiar  trade  route,  and  could  be  expected 
to  become  accustomed  to  its  peculiarities.  The  9  per  cent  figure 
st'ems  too  high  to  be  justified  without  further  independent  evi¬ 
dence.  Consequently,  a  risk  factor  equal  to  that  thought  to  exist  in 
the  overseas  trade,  5  per  cent,  was  accepted  as  being  reasonable 
in  the  case  of  the  coastal  coal  trade. 

Depreciation  was  another  controversial  subject.  Ralph  Davis 
made  much  of  the  sturdiness  of  wooden  ships,  and  pointed  out 
several  examples  of  some  especially  hardy  vessels.  He  arrived  at  a 
figure  of  4  per  cent  per  annum,  implying  a  life  expectancy  of  25 
years  for  a  vessel.  The  shippers  in  the  1738  controversy  arrived  at 
a  figure  of  £100  per  year  for  “Wear  and  Tear,”  implying  a  5  per  cent 
per  year  depreciation  and  a  20-ycar  life  expectancy.  The  lightermen 
permitted  a  figure  only  half  that  much,  implying  a  life  expectancy 
of  40  years,  which  was  clearly  unreasonable.  In  1783,  the  Expedi¬ 
tion  was  fitted  out  for  the  coal  trade.  It  had  a  cost  of  £3200  and  a 
twenty-year  estimated  life.”*  It  is  impossible  to  make  a  precise 
statement  concerning  this  matter  without  some  ecjuivocation,  but  5 
per  cent  seems  a  reasonable  figure  to  accept  for  depreciation. 

All  of  the  parts  are  now  in  place  to  make  an  estimate  of  the  re- 


For  a  single  voyage  in  1764,  the  Kent  paid  a  premium  of  3  per  cent  of  value  insured 
(£400).  See  Smith,  Sca-Coal  for  Lotulon,  124.  For  a  full  discussion  of  the  insurance 
market  in  the  *'ight»'enth  centiiiy,  .se<-  A.  11.  John,  “The  London  Assurance  Company  and 
the  Marine  Insurance  .Market  of  the  Kighteenth  Centuiy,”  F.conoitiictt  (May,  1958). 

Smith,  Sea-Coal  for  London,  124  125. 
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turn  on  capital  for  a  typical  vessel  in  the  coal  trade.  In  Table  4, 
the  figures  of  Table  3  are  adjusted,  based  on  the  preceding  discus¬ 
sion,  and  rearranged  into  new  groups  by  t)  pe  of  expenditure.  The 
net  return  on  capital  using  the  best  set  of  assumptions  is  12  per  cent 
per  annum.  If  the  shippers’  figure  of  insurance  ( risk )  of  1  per  cent 
per  voyage  for  nine  voyages  is  accepted,  the  net  return  is  8  per  cent 
per  annum.  If  it  is  assumed  that  the  typical  vessel  makes  onl\'  eight 
voyages  per  year  (with  a  risk  factor  of  5  per  cent),  the  net  return 
is  9  per  cent  per  annum,  and  if  eight  voj  ages  at  1  per  cent  per  voy¬ 
age  risk  are  assumed,  the  net  return  is  6  per  cent  per  annum.  When 
the  same  method  is  applied  to  the  figures  presented  in  the  1729 
controversy,  the  best  set  of  assumptions  produces  a  rate  of  return 
estimate  of  11  per  cent  per  annum.  If  risk  of  1  per  cent  per  voyage 
is  assumed,  the  rate  of  return  is  8  per  cent  per  annum.  The  figures 
presented  here  are  considerably  above  both  Davis’  figure  of  around 
1  per  cent  to  5  per  cent  in  the  overseas  trade  and  the  shippers’  claims 
of  1  per  cent  to  VA  per  cent  per  annum.-- 

.\s  Professor  Da\’is  was  careful  to  point  out  concerning  his  profit¬ 
ability  calculations,  “these  estimates  do  not  provide  results  which 
economists  can  use  in  developing  estimates  of  changing  general 
rates  of  profit;  they  have  not  sufficient  precision.”--*  This  applies 
to  my  calculations  as  well.  The  most  desirable  evidence  needed  to 
strengthen  the  estimates  would  be  the  records  of  a  large  sample  of 
colliers  over  a  long  period  of  time.  This  would  not  only  make  spe¬ 
cific  voyage  estimates  possible,  but  would  shed  light  on  the  fre¬ 
quency  with  which  colliers  plied  different  ports  and  engaged  in 
alternate  coastal  and  foreign  trades.  Until  such  evidence  can  be 
uncovered  and  examined,  however,  it  is  reasonable  to  conclude  that 
the  profitability  of  colliers  in  the  London  coal  trade  in  the  eighteenth 
century  was  on  the  order  of  6  per  cent  to  12  per  cent  per  annum, 
and  most  likely  higher  than  the  rate  of  return  in  the  colonial  trade. 
The  above  conclusion  is  consistent  with  Adam  Smith’s  notion  that 
there  was  a  diversion  of  capital  out  of  domestic  trade  and  industry 
into  the  colonial  trade,  which  raised  profitability  in  the  former  and 
lowered  it  in  the  latter. 

“  Wlu-n  a  liuhli  rniaii  was  asked  wliaf  pnilifs  were  for  that  sector  tif  the  trade,  he 
answered,  “One  year  witli  another  alxnit  10  per  cent.”  Treasury  Papers  BT  6,  Coal  Trade, 
1787  1788.  An  Anonyinons  writer  in  the  llistnrutil  lii’HisIt-r  claimed  a  jirofit  of  1.5  per 
cent  per  anniiin  for  tin'  shippiii);  interest,  X.XIII  (I7'18),  22.‘1.  One  feature  in  Table  4 
that  stands  out  is  the  larp'  |)art  of  the  costs  that  were  made  up  of  faxes,  'rhese  have 
Ix'en  discussed  elsewhere.  William  J.  II  ausman,  “Prihlie  Policy  and  the  Supply  of  Coal 
to  London,  1700  1770”  (IJocforal  dissertation,  University  of  Illinois,  1976). 

Davis,  I'.nfili.sli  Shippinfi  Imlustnj,  .579. 
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By  Richard  H.  Keehn 

ASSOCIATE  PHOFESSOH  OF  ECONOMICS 
UNTVEHSITY  OF  WISCONSIN-PAHKSIDE 
AND 

Gene  Smiley 

ASSISTANT  PHOFESSOH  OF  ECONOMICS 
MAHQUETTE  UNIVEHSITY 

Mortgage  Lending  hy  National  Banks* 

C  That  restrictions  on  rcal-cstatc-mort^aae  lending  hij  banks  chartered 
under  the  National  Bankin’^  Act  of  IH64  scrioushj  restricted  availability 
of  lon<^-term  financing  before  1913,  has  lonf'  been  accepted.  Professors 
Keehn  and  Smiley  explain  some  ways  in  which  resourceful  national 
banks  could  circumvent  this  restriction.  They  find  that  lendin<i  within 
the  letter  but  outside  the  spirit  of  the  Aet  of  1H64  was  f^reater  than 
ptiblished  fif^ures  on  direct  lending  indicate. 

One  of  the  eriticisins  of  the  national  hanking  system  that 
appears  often  in  the  literature  is  that  it  failed  to  become  an  im¬ 
portant  force  in  the  long-term  capital  market,  and  particularly  in 
the  mortgage  market.  The  National  Hank  .\ct  and  subsequent 
amendments  placed  restrictions  on  national  bank  mortgage  lending 
and  these,  along  with  other  features  of  the  law,  placed  national 
banks  at  a  eomjiarative  disad\'antage.  These  have  been  given  as 
major  reasons  for  the  system’s  failure  to  become  the  single  com¬ 
mercial  banking  system  in  the  United  States  and  for  the  subseijuent 
resurgence  of  state-chartered  banks.' 

The  dominance  of  the  “real-bills”  banking  theory  accounts  for 
the  restrictions  on  long-term  lending  in  general  and  mortgage 
lending  in  particular  that  were  written  into  the  national  bank  legis¬ 
lation.  Supposedb’,  national  banks  could  make  short-term  secured 
loans  but  not  long-term  secured  loans.  According  to  Lhnd  Mints: 

Business  History  Beiieiv,  V'ol.  LI,  No.  4  (Winter,  1977).  Copyright  $j)  The  President  and 
Fell<t\vs  of  llarsard  C:olle(;<’. 

®  Earlier  vt-rsions  of  this  piiper  were  pres<'nted  at  the  Business  History  Cainferenee, 
Moline,  Illinois,  March  12  I.'I,  1970  and  at  tin-  Western  Kconoinic  Association  meeting', 
San  Francisco,  June  20,  1970.  Ilcipfid  connnents  were  also  rec*-iv»-d  from  John  Bowman, 
Benjamin  Klehaner,  and  anonymous  n-fere»-s.  It  is  a  pU-asnr»-  to  acknowledf’e  these  com¬ 
ments  and  sii^fiestions  without  iniplicatint'  the  contributors  in  any  way. 

‘For  e.\ample,  see  Lance  E.  Davis,  “The  Iinestment  Market,  1870  1914:  The  Evolu¬ 
tion  of  a  National  Market,”  Journtil  of  Economic  History,  25  (St-ptemher,  190.5),  .'1.5.5  .‘199; 
Hichard  E.  Sylla,  “Federal  Policy,  Banking  Market  Structure  and  Capital  Mohili/ation  in 
the  United  States,  180.1  191.1,”  journal  of  Economic  History,  29  ( Dec»-mher,  1909),  0.57 
080;  Boss  M.  Hohertson,  'I'hc  Comptroller  and  Bank  Supervision  (Washington,  D.C.,  1908), 
02  06. 


“Real  estate  loans  were  invariably  denounced  by  those  who  men¬ 
tioned  them.  They  ‘lock  up’  funds,  it  was  asserted,  and  are  not 
salable.”  -  The  National  Bank  Act  as  written  contained  ambiguities, 
however,  and  there  is  little  agreement  in  the  literature  as  to  the 
specific  features  of  the  law.  It  is  usually  interpreted  as  prohibiting 
or  restricting  to  a  considerable  degree  mortgage  lending  by  national 
banks,  forcing  them  to  concentrate  on  short-term  loans  or  U.S., 
state,  municipal,  and  some  private  securities. 

Available  cpiantitative  evidence  on  natioiial  bank  mortgage 
lending  reflects  the  substantial  restrictions  placed  on  this  activity. 
(Comparisons  of  the  mortgage  h'liding  acti\  it\  of  national  and  non¬ 
national  banks  for  the  pre-1914  period  show  national  banks  with  a 
significantK'  smaller  percentage  of  total  loans  secured  bv  mort¬ 
gages  and  real  estate.  Likewise,  data  from  the  Comptroller  of  the 
Currencx’  Reports  show  that  loans  secured  by  mortgages  and  real 
estate  were,  as  a  percentage  of  all  national  bank  loans,  consistently 
less  than  2  per  cent  prior  to  191.3  but  rose  in  subst*c|uent  vears  in 
response  to  an  easing  of  the  restrictions.  These  figures  have  been 
cited  as  evidence  of  the  effectiveness  of  the  pre-1914  restrictions. 
The  major  contention  of  this  paper  is  that  this  evidence  is  mislead¬ 
ing  since  it  reports  onlv  direct  mortgage  lending  and  does  not 
reflect  the  numerous  methods  that  national  banks  used  to  grant 
loans  secured  by  mortgages  and  real  estate.  Evidence  discussed 
below  indicates  that  such  lending  bv  national  banks  was  substan¬ 
tially  greater  than  the  magnitudes  suggested  by  series  derived  from 
Comjitroller  data. 

The  anabsis  will  proceed  in  three  steps.  After  reviewing  the 
confusion  in  the  literature,  we  will  examine  in  detail  the  provisions 
of  the  Act  relating  to  national  bank  mortgage  lending.  Secondly, 
several  sources  will  be  used  to  show  wa\s  in  which  national  banks 
participated  in  mortgage  lending  indirectly  but  which  did  not  show 
up  in  the  usual  banking  statistics.  Finally,  (juantitative  evidence  on 
direct  and  indirect  mortgage  lending  by  national  banks  will  be 
examined  in  an  attempt  to  measure  more  accurately  the  extent  of 
national  bank  mortgage  lending  in  the  x  ears  prior  to  1914. 

What  Others  Haxtj  Concluded 

Sex’eral  writers  have  suggested  that  the  National  Bank  Act  pro¬ 
hibited  investment  in  mortgages.  According  to  I..ance  Davis:  “Since 
it  was  1913  before  national  banks  were  permitted  to  invest  in  mort- 

-  l.l<iv»l  VV.  Mints.  A  History  of  Konkiiin  Thi’ory  in  Great  Hritiiin  and  the  United  States 
(Chicatio.  1945),  215. 
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gages,  bank  loans  tended  to  be  short-term.”  ■’  Herman  Krooss  and 
.Martin  Blvn  disenssed  the  matter  in  similar  terms:  “Most  state  laws 
required  less  capital  and  lower  reserves,  and  they  permitted  branch 
hanking  and  loans  on  real  estate,  whereas  the  National  hank  .\ct 
prohibited  the  latter  and  permitted  the  former  onlv  in  exceptional 
cases.”  ^  Margaret  Mvers  offers  a  slightlv  different  interpretation 
of  the  relevant  provisions:  “One  other  feature  of  the  national  hank¬ 
ing  legislation  affected  the  financial  market:  —  that  which  jirohihited 
loans  on  real  estate  mortgages  of  the  t\pe  that  state  hanks  had 
been  accustoim*d  to  make,  and  continued  to  make  hut  the  gap  was 
not  filled.”  Roger  Ransom  and  Richard  Sutch  talk  of  a  prohibition 
on  mortgage  lending:  “This  prohibition  of  mortgage  loans  dis¬ 
couraged  national  hanks  from  developing  in  rural  areas.”  *’  Four 
pages  later  they  qualih'  their  position  somewhat:  “However,  Na¬ 
tional  hanks  were  constrained  by  their  charter  from  extensive  mort¬ 
gage  activity.” "  This  statement  suggests  not  an  outright  prohibition 
but  restrictive  conditions.  Richard  Sylla  reflects  a  veiw  similar  view: 
“.A,long  with  restrictive  capital  recpiirements,  the  prohibition  of 
mortgage  loans  led  to  the  postbellinn  recovery  of  non-national 
banking  in  rural  areas.”  ^  Sylla,  like  Ransom  and  Sntch,  (juotes  the 
following  pa.ssage  from  the  National  Bank  Act;  “.  .  .  Inotj  hold  the 
possession  of  an\'  real  estate  under  mortgage,  or  hold  the  title  and 
possession  of  any  real  estate  purchased  to  secure  any  debts  to  it  for 
a  longer  period  than  five  )’ears.”  •*  Reliance  on  this  one  jrassage 
rather  than  the  entire  section  relating  to  mortgages  and  real  estate 
has  led  to  some  confusion. 

Other  writers  were  more  cautious  in  describing  the  restriction  on 
mortgage  lending.  Ro.ss  Robertson  noted  that,  “before  191.3  the 
National  Bank  Act  for  all  praetieal  purposes  prohibited  loans  on 
real  estate,  which  in  some  areas  constituted  a  major  portion  of 
competing  bank.s’  busine.ss.”  Here  mortgage  lending  appears  re¬ 
stricted  by  onerous  conditions.  According  to  .-Mian  Bogue,  “the 

"  0;ivis,  “  Tile  Iiu  l■sln1('llt  Market,”  raS.  'I'hi-  same  slalcnu'iil  appears  in  l)a\  is,  “Capital 
Mol)ilitv  and  American  Crowlli,"  Chapter  22  in  Hohert  W.  Kneel  and  St.inley  I..  Kaieernian, 
eds.,  7 /le  /teinfer/ircfnfinn  <>/  Aiiiertenii  Eitmintiic  Ilistunj  (New  York,  1071),  28S. 

*  Ilerinan  K.  Krnnss  and  Martin  It.  HIvn,  .A  llistiin/  of  I'iiKtiirial  Intiriiiiiliiirii's  (New 
York,  1071),  07. 

■  Margaret  C.  Mvers,  A  /•'innm  m/  Union/  of  llo-  lUiilod  Slnlcn  ( N»-w  York,  107(1), 
Um  Ififi. 

Hoeer  I,.  Itansoin  and  Hieliard  Sntcli,  ‘‘Debt  l’eona;'e  in  tlie  Cotton  SontI)  .Aft*^  tlie 
Civil  War,”  Journal  of  I'.conoiuir  llhlorij,  :)2  ( SepteinbiT,  1072),  (i  Ui. 

•  Ihid.,  (>5(l,  enipliasis  added. 

''Sylla,  “Kerleral  I’olicy,”  (ifil.  Virtually  tlie  same  statement  a|)pears  in  Syl'a,  ”'riie 
I'nited  States  ISfii  101  A,”  Cdiapter  \'lll  in  Mondo  C:ameron,  ed.,  Kaukinn  and  Econotnic 
Dci  rlopnnnl  (New  York,  1072),  241. 

Hansom  and  Sntcli,  “Oclit  l’eonae<',”  (i4f>;  Sylla,  “Federal  I’olicy,”  061. 

Holiertson,  The  Coin/drollor,  do  (iO,  enipliasis  added. 


476  BUSINESS  HISTORY  REVIEW 


National  Banking  Act  of  1863  with  its  amendments  forbade  national 
banks  to  hold  real  estate  mortgages  for  anv  length  of  time.”" 
Bogiie  implied  that  it  was  the  limitation  on  the  length  of  mortgage 
holding  and  not  an  outright  prohibition  that  restricted  national  hank 
mortgage  lending. 

Tmk  National  Bank  Act  of  1864 

The  most  direct  wav  to  understand  what  national  banks  were 
ptTinitted  to  do  is  to  examine  the  relevant  passages  of  the  National 
Bank  Act  ol  1864  and  snbsc(|nent  amendments. 

SK(^  28.  .And  Im-  it  furllu'r  fiiaclfd.  'I’liat  it  nIuiII  1m‘  lawful  for  any  sncli 
association  to  pnrcliasc,  hold,  and  conwy  real  estate  as  follows: 

first.  SiK'h  as  shall  he  neii‘ssar>'  for  its  innni'diatt'  aeeoininodation 
in  the  traaisaition  of  its  hnsiness. 

Si-eond.  Such  as  shall  he  inortuailed  to  it  in  Hood  faith  hy  way  of 
security  lor  debts  previously  contracted. 

'I'hird.  Such  as  shall  he*  eonvc'ycd  to  it  in  satisfaction  of  ch'hts  pre- 
\ionsly  contractc'cl  in  the  course  of  its  dealiiiKs. 

l•'onrlh.  .Such  as  it  shall  purchase  at  sale's  nnch'r  jndiiinc'iits,  dc'crc'c's, 
or  niortnai'es  held  h\'  such  association,  or  shall  purchase  to  secure  clc-hts 
dnc'  to  said  association. 

Such  assoc-iations  shall  not  purchase'  or  hold  real  c'statc'  in  any  othc'r 
ease'  or  for  any  othc'r  i>nri)ose  than  as  speeified  in  this  sc'ction.  \or  shall 
it  hold  the'  possession  of  an>  re'al  c'statc'  nndc'r  niortf'aj't',  or  hold  the  title' 
and  possession  of  any  real  e'statc'  purchased  to  secure'  an>'  dchts  due'  to  it 
for  a  lonucr  period  than  five'  ye'ars.'" 

Snhscejnent  amendments  altered  the  seetion  slightK,  and  the  first 
and  last  paragraphs  read  as  follows  in  the  revised  statutes: 

.A  national  h.inkinu  association  may  purchase',  hold  and  eomey  rc'al  estate' 
leer  the'  leilleewinie  pnqreese's  and  no  eithe'rs: 

Ihit  no  sne-h  assetciation  shall  heeld  the'  jreesse'ssion  eef  any  re'al  c'statc'  nnelc'r 
ine)rt,i:aj;e',  e»r  the'  title'  and  posse'ssie)n  e)f  any  re'al  c'state  pnrehasc'd  to 
se'c'iire'  ele  hts  due-  te)  it,  leer  a  leenge'r  pc'rieed  than  five'  ye'ars.'" 

These  did  not  significantlv  change  the  .\ct,  and  the  four  purposes 
stated  in  the  original  remained  unchanged. 

A  detailed  analysis  of  the  .section  clarifies  what  national  banks 
could  and  could  not  do  with  respect  to  mortgage  lending  and  also 
indicates  why  some  confusion  has  arisen  in  the  literature.  The  first 
and  last  paragraphs  indicated  that  the  intervening  sentences  spell 

"  .\lliiii  H<imu',  /'mill  Vrairic  to  ('oni  Holt  (Oliicano,  I9(>'?).  \7o. 

.X.  r.  I liiiitiii^tiiM  1111(1  H.  J.  MiiwliiiiiKA .  compilers,  Lous  of  the  I’liiti  d  Stales  Con- 
eeniiiio  Moto  i/.  Ilaakia^  and  l.oans.  l7Ts  /.'«(•'<,  National  Moiietare  Cononissioo  ( Wasliiiij;lon, 
D.C;..  1910),  .51  i  541. 

Iliid..  .5S  5. 
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out  the  only  circumstances  under  which  national  banks  could  hold 
mortgages  and  real  estate.  In  addition,  the  final  clause  provided 
that  neither  mortgages  nor  real  estate  acquired  under  2-4  could  be 
held  for  more  than  five  years.  Part  One  permitted  banks  to  hold 
real  estate  used  in  the  conduct  of  its  business.  These  bank  premises 
were  listed  separately  from  other  real  estate  in  the  Comptroller’s 
reports  beginning  in  1890.  Part  Two  allowed  national  banks  to  take 
a  mortgage  as  security  for  an  already  existing  loan.  Thus,  while  a 
bank  could  not  directly  make  mortgage  loans,  it  could  do  so  in¬ 
directly  by  renewing  a  note  and  taking  a  mortgage  as  securiU .  Such 
a  mortgage  could  be  held  for  up  to  five  jears.  Part  Tliree  permitted 
a  bank  to  take  title  to  and  hold  real  estate  in  satisfaction  of  debts 
pr(*vi()uslv  contracted.  This  provision  is  similar  to  Two  but  allowed 
the  bank  to  take  real  estate,  in  addition  to  mortgages,  as  security 
for  already  existing  loans.  Part  Four  allowed  national  banks  to  hold 
real  estate  obtained  through  judgments,  decrees  or  mortgages  used 
to  secure  debts.  In  other  words,  a  bank  could  securt*  an  ahead)’ 
existing  loan  with  a  mortgage  and  then,  if  necessarv,  foreclose  on 
the  mortgage  and  hold  the  propert)’  for  up  to  five  years. 

The  abovt'  jirovisions  suggest  wa\'s  by  which  national  banks 
could  have  indirceth’  engaged  in  mortgage  lending.  Section  Two  is 
particular!)’  important  in  this  respect  since  it  allowed  national  banks 
to  accept  and  hold  real  estate  mortgages  as  security  for  already 
existing  loans.  Borrower  and  lender  could  have  agreed  to  an  un¬ 
secured  loan  with  the  understanding  that  it  would  be  renewed  with 
a  mortgage  note  as  security.  Such  action  would  have  violated  the 
spirit  but  not  the  letter  of  the  law.  A  bank  could  also  have  taken  a 
mortgage  note  to  secure  a  previously  contracted  loan  that  it  had 
not  intended  to  renew  or  secure.  Enterprising  national  bankers  de¬ 
veloped  variants  of  these  methods  relying  primarily  on  Parts  Two 
and  Three. 

The  five-year  limitation  on  the  holding  of  mortgages  or  real 
estate  ac(|uired  under  parts  2  4  of  the  Act  is  sometimes  mentioned 
as  a  major  obstacle  to  national  bank  participation  in  mortgag<.‘ 
financing.  Allan  Bogue,  who  saw  this  restriction  as  a  deterrent  to 
national  bank  mortgage  lending,  also  offered  evidence  that  the  re¬ 
striction  was  not  significant  in  practice.  “Most  loans  were  repayable 
at  the  end  of  five  Nears  or  bv  installments  over  a  short  term  of 
years.  The  long-term  amortized  loan  was  not  common  in  this 
period.”  Tlie  bidk  of  mortgage  loans  were  of  short  duration  with 

'*  Bofiuo,  From  Froirir  to  Corn  Bolt,  170.  Hogue  was  referring  to  mortgages  from  all 
ts’pes  of  iostitiitions,  not  just  national  Hanks. 
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a  lump  sum  payment,  and  there  is  substantial  additional  evidence 
to  support  this.  D.  M.  Frederickson,  using  data  from  the  1890  mort¬ 
gage  census,  found  that  the  averag(*  life  of  a  mortgage  was  “about 
six  years  in  the  East,  about  three  )’ears  in  the  South,  and  almost 
four  years  in  the  West.”  Me)  er  Jacobstein  reported  that  in  North 
Dakota  between  1900  and  1913  mortgage  loans  for  “bu\ing  new 
land,  improving  old  land,  erecting  buildings,  or  purchasing  ex- 
p(‘nsive  machinery  .  .  .  average  about  $1,500  to  $2,500,  and  runs 
about  five  years,”  Carl  Plehn  found  that  the  average  life  of  a 
mortgage  in  California  in  1899  was  about  three  years.’"  George 
Putnam’s  study  of  Kansas  farm  credit  conditions  indicated  that  the 
average  life  of  a  mortgage  was  about  five  years  and  that  in  the 
western  areas  of  Kansas  mortgage  loans  of  one  to  two  years  were 
not  uncommon.''*  Shorter  term  mortgages  were  actually  to  the  bor¬ 
rower’s  advantage  in  a  period  of  falling  prices.  The  evidence  sug¬ 
gests  that  the  time  limit  on  national  bank  holding  of  mortgages 
and  real  estate  taken  under  Parts  2-4  was  not  a  serious  handicap 
to  participation  in  the  mortgage  market  if  other  conditions  were 
favorable. 

More  serious  to  national  bank  participation  in  mortgage  lending 
was  the  apparent  prohibition  of  direx-t  mortgage  lending.  This  un¬ 
doubtedly  made  such  lending  more  difficult  than  it  otherxvise  would 
have  been  but  could  be  overcome  as  long  as  sufficient  profit  incen¬ 
tive's  were  present.  Several  kinds  of  evidence  on  national  bank 
participation  in  mortgage  lending  will  be  discussed.  First,  state¬ 
ments  from  the  Comptroller’s  annual  Reports  indicate  that  such 
lending  was  recognized  by  the  Comptroller.  Second,  statements  of 
contemjjoraries  suggest  that  national  banks  were  making  some 
mortgage  loans.  Finally,  the  Comptroller  provided  some  direct  and 
indirect  data  on  national  bank  lending  that  offer  conflicting  evi¬ 
dence  on  the  amount  of  mortgage  lending  by  national  banks. 


Thk  Comftkollkr’s  Reports 

Statements  by  the  Comptrollers  in  their  rep()rts  to  Congress  indi¬ 
cated  that  the  national  banks  were  making  mortgage  loans.  In  1878, 
the  Comptroller  in  summarizing  the  National  Bank  Act  said: 

IJ.  M.  Fri’<l<Ticks<>n,  “Morti'am-  Haiikiiii;  in  America,”  Journal  of  Political  I'.conomu ,  2 
(March,  2(»«. 

M»'Vcr  Jacohstcin,  "Kami  Credit  in  a  Northwestern  State,”  American  Kconomic  Re¬ 
ticle,  A  ( Septeinher,  1913),  598. 

'•  Carl  C.  I’lehn,  “'nie  Taxation  of  Morttranes  in  California,  18-19  1899,”  Yale  Review 
(May,  1899),  .57. 

•'George  E.  I’ntnain,  “Fann  Credit  in  Kansas,”  American  Kconomic  Review,  5  (March, 
1915),  27. 
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2.  One  of  tlie  proNisions  appearing  in  the  aho\e  jirant  of  powers  is  that 

national  hanks  may  loan  upon  personal  security  only  —  tluit  is,  real  estate 
nuiv’  not  he  taken  hy  them,  directly  or  indirectly,  as  security  for 

any  loan;  the  ellcct  of  which  is  to  mak(?  them  commercial  institutions,  and 
to  disconrane  the  loaning  of  money  upon  securitii's  not  reatlily  axailahle. 

3.  Mortj'aj'es  in  real  estate  may  1m‘  taken,  or  real  estati'  he  conveyed  to 
them  hy  way  of  security  for  or  in  satisfaction  of  debts  previously  con- 
tracte'd  in  fiood  faith;  or  they  may  purchase  the  sanu'  at  sales  under 
jiidi^menls,  decrees,  or  mortj'am's  held  hy  them.  But  all  possessions  hy 
them  of  such  resil  estate,  whether  under  morfi'aj'e,  hy  imrchase,  or  other¬ 
wise',  is  limited  to  five'  ye-ars.'" 

The*  (>()inptre)ll(‘r  italicized  the  word  “original”  a.s  if  to  stress  this 
pe)int  to  national  hanks.  In  hSSh,  the  (]e)inptroller  in  reeoinine'iiding 
amendments  te)  the  National  Bank  .\et  said: 

l•'irst.  'I'hal  se'cliou  .5137  e)t  the'  Be'vise'el  Statute's  shoulel  he'  so 
amenele'el  as  te)  e'vpre'ss  me)re'  clearly  anel  ele'finite'ly  the  limitation  put  uixni 
natienial  hanks  with  re  spe'ct  to  the'ir  ele'aliiiHs  in  re'al  estate'  anel  ineirtnajte'S, 
anel  to  proviele  a  pe'iialty  lor  violatiem  e)f  the'  law.'" 

In  18iS7,  the  (’etmptrollt'r  |)resented  a  speeifie  set  of  amendments  to 
the  National  Bank  .\et.  Sections  147  thre)ngh  150  ol  his  pretposed 
amendments  dealt  speeifieallv  with  mortgage  lending. 

Se'c.  1-17.  \o  association  shall  take',  e'itlu'r  in  its  e)vvu  name',  eer  in 
the  name'  ot  anv'  pe'isou  or  ce)ri)oration  for  its  he'iie'fits,  any  mortj'aj'e'  e)r 
lien  upon  re.il  e  state'  as  se'e  urity  for  a  e  e)nte'mpe)rane'e)ns  loan  e)r  fe)r  future 
aelvanee's  maele'  or  to  he  maele'  hy  it;  ne>r  shall  any  association  pnrehase!  e)r 
he)lel  any  honel,  ne)te',  e)r  e  viele'iice'  of  ele'ht  se)  se  cure  el,  e)r  the'  share  s  e)r 
elehe'iitiire's  of  anv  I'ompanv  e)r  corpe)ratie)n  ele'alinu  in  re'al-e'state'  se'curitie'S. 

.Sec.  I4S.  'I  he'  pie)visions  oi  the  pre'ce'eliiiK  se'ction  shall  ne)t  apply  in 
e'itlu'r  of  the'  followini;  eases: 

(1)  'I’lie'  elise-enint  te)r  an  inele)rse'r  in  the'  eerelinarv’  cenirse'  e)f  husiiu'ss 
ol  a  hona  fide  hill  of  e'vehanite'  eer  ne'Ue)tiahle  ivremiisseery  ne)te  having 
not  more  than  tour  months  to  run,  which  is  elee'iiu'el  hy  the'  l)e)arel  e)f 
elire'ctors  a  yooel  asset  without  re'fe'rence'  te)  any  nie)rtua^e'  e)r  lie'll 
ce)llati'ral  thereto. 

(2)  'I'he*  takini'  ol  a  hill  or  note'  so  se'e  ure'el  which  has  not  more'  than 
four  months  to  run,  whe'u  the'  same'  is  assi^neel  to  the  assoeiatiou  in 
jiDoel  faith,  for  the'  pui'iiose'  of  i)rocuriufj  the'  e'Xte'iision  of  a  ele'ht  pre¬ 
viously  incurreel. 

(3)  'I'he  takiuf'  e)f  a  inortKaj^e'  e)r  lie  n  e)n  re'al  e  state',  e)r  any  e)hli^atie)n 
se'cureel  there'hy,  leer  the'  purpose  of  se'eurini'  a  ele'ht  pre'vionsly  con- 
traeteel  in  ^ooel  faith. 

But  in  all  the'  erases  spe'cifie'el  in  this  se'ctie)n  a  full  re'corel  e)f  the'  trans¬ 
action  anel  e)f  the  reasons  the're'fe)re',  shall  he'  ente  re'el  upon  the  elire'etors’ 
minute  s,  anel  shall  hi'  atte'steel  hy  the  siKuatiires  of  a  majority  of  the  hoard. 

/{r/)or/  of  the  C’o?»i/jfro//rr  of  //ir  C'.urronnjy  1878  ( Wasliinj^lon,  !).(!.,  1879),  55. 

/Ic’/ior/  (tf  the  1888,  0. 
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Si'f.  1 19.  N'otliiiii'  ill  this  act  shall  lu-  lu-kl  to  invalidate  the  title  of 
any  assoeiation  to  any  hoiuls,  clehentiires,  or  stoeks  aeiiiiired  hy  it,  or  to 
any  hill,  note,  or  i-xidenee  of  debt  diseonnted  hy  it,  nor  to  render  any 
niorti'a!»e  or  lien  upon  real  estate  iinalid,  nor  to  depri\e  anv  assoeiation  or 
its  assi'^ns  of  tlu-  title  to  or  possession  of  any  real  estate,  or  of  any  of  the 
remedies  to  whii  h  mo.t^'ai'es  or  persons  holdini'  liens  upon  real  estate  arc 
entitled  hy  the  laws  of  the  State,  Territory,  or  District  in  which  the  prop¬ 
erty  is  situated. 

.See.  l.'iO.  Kvctn’  association  ollendini'  against  the-  proxisions  of  see- 
tion  one  hundred  and  lortx'-sexen  of  this  act  shall  he  liable  for  each 
infraction  at  the  rate  of  oiU‘  per  centiim  per  month  upon  the  amount 
in\()l\c'd  thc-rc-in  during  the  entire  period  that  siieli  ohlii'ations  or  se¬ 
curities  arc-  held  h\  it,  or  h>  any  person  or  corporation  for  its  heiu-fit."' 

llowovt'r,  thc-.si^  anu-ndnuMit.s  wore  not  fnactocl,  and  in  the  18S8 
Report  to  Cainores.s  the  C.’oinptroller  rept-ated  his  retpiest  for  their 
passage  and  made  the  reasons  for  the  retpu-st  more  speeific. 

Sc-etion  .11 .17,  Hex  ised  .Statutes,  prohibits  national  hanks  from  holdini' 
real  c-statc-  hx  title-  or  midc-r  morteai'e,  except  in  certain  s|K-cific-d  cases, 
and  the-  courts  haxc-  coiistriii-d  this  as  forbidding  also,  loans  upon  the 
seciiritx-  ol  real  c-state. 

'riu-  laiiiiiiauc-  of  tlu-  statute-  is  not  e-xplicit,  and  it  has  hc-c-ii  xarioiisly 
c-oiistriu-d  hx  diliere-nt  courts,  nor  has  the-  restriction  that  popular  support 
xxhieh  is  almost  lu-cc-ssarx'  to  the-  oilicial  c-nforcc-nu-nt  of  tlu-  laxv.  On  tlie 
coiitrarx,  there-  is  a  xvidc-spre-ad  fc-c-liin'  that  tlu-  national  hank  laxv  clis- 
criminati-s  auainst  re.il  c-statc-  mijiistly,  and  in  agricultural  c-omnmnitic-s 
this  lei-lim'  is  so  strong  that  in  many  casc-s  it  is  n-sc-ntfiil,  and  is  made-  the 
jeroimd  of  popular  opposition  to  the  xvliole  national  hank  system.  Exen 
amoni'  c-xperii-nc  c-cl  and  consc-rxatixe  hankers  in  certain  sc-ctions  there 
.ipjiears  to  lu-  a  fc-elinn  that  the-  rc-straint  in  this  rc-spc-ct  is  nnreasonahle. 

Amon^  tlu-  amencliiu-iits  to  the-  national  hank  laxv  xvhich  xvc-rc-  siih- 
mittc-d  xvith  my  last  .\miiial  Hc-port  xvill  he  foiiiid  cc-rtain  modifications  of 
tlu-  proxisions  heariii}'  upon  real  c-statc-  security,  and  I  rc-spc-ctfiilly  rc-pc-at 
tlu-  n-coiimu-ndation  lor  thc-ir  spc-c-dy  c-nactment." 

The  ]ia.ssage  ('mpha.size.s  the  ambiguit)'  of  the  law  and  the  various 
eonstructioiis  placed  upon  it  by  different  courts.  It  does  not  talk 
of  an  outright  prohibition,  but  of  undue  discrimination,  which  pre¬ 
sumably  put  some  national  banks  at  a  disadvantage  and  forced  them 
to  circumvent  the  law. 

Iti  porl  of  iIk-  CouifttrolU  r,  1.SS7,  2S. 

-- tti  /iorf  of  thf  Com]ttrollvr,  ISSS,  71  72.  Om-  ifusoii  for  lltc  (Comptroller’s  contiiiiinig 
eoiieeni  was  that  some  national  hanks  in  ajiricnltiiral  areas  eonverted  to  stall-  charters  he- 
e.iuse  of  the  j;realer  ease  in  inakint:  inorleaue  loans.  'Ihe  following;  passajie  illustrates  this 
prohleni  laeiii)’  the  (Comptroller;  "llecaiise  ol  Ihe  inahilily  to  loan  on  re.il  estate,  ;mil  the 
sliite  of  Wisconsin  Inisin^  passed  ;i  s;de  ;ind  adeipnite  hiinkiiif;  hiw.  the  stockhohlers  deemed 
it  in;id\ is.dile  to  renew  Ihe  nation. il  charter  when  it  e.xpired  in  1S91,  and,  hv  nnaniinoiis 
Mile,  agreed  to  -lake  the  necess;iry  steps  to  form  a  state  hank,  to  siiccei-d  to  all  the  assets, 
jCoodwill  and  hiisiness  of  Ihe  First  Natiomil  H;mk  of  Ihirlinelon,  to  he  or^;mi/ed  under  tlu- 
hankint:  la«s  of  Wisconsin,  nndcr  the  name  of  -'Hank  of  Hiirlinctlon”.’  ”  Fanny  S.  Stone, 
editor,  Itm  inr,  liclli-  C'ili/  of  llif  l.iikts  and  (Coiind/  of  \\'i\ron\in,  X'olmne  2  ((Chicajio, 

IDlfi),  27. 
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The  Report  of  1893  contained  summary  provisions  and  judicial 
decisions  relating  to  mortgage  and  real  estate  provisions.  Under 
“mortgage”  the  Comptroller  listed  the  following  (case  citations 
omitted ) : 

1.  National  banking  associations  are  by  implication  prohibited  from 
taking  mortgages  on  real  estate  as  security  for  contemporaneous  loans. 

2.  But  where  such  security  has  been  taken,  no  one  but  the  Covem- 
ment  can  be  beard  to  complain  that  the  association  has  exceeded  its 
powers. 

3.  ^^3lcre  a  national  banking  association  sells  real  estate  it  may  take 
a  mortgage  thereon  to  secure  the  payment  of  the  purchase  money. 

4.  An  agreement  by  a  national  hanking  association  to  the  elfcet  that, 
in  case  a  note  discounted  by  it  shall  not  be  paid,  a  mortgage  by  the  maker 
to  his  endorser  .shall  inure  to  the  benefit  of  the  association  and  is  not 
inhibited  by  the  national  hanking  law. 

5.  A  national  hank  may  loan  on  .security  of  a  mortgage  if  not  ob¬ 
jected  to  by  the  United  States.^ 


These  and  similar  interpretations  under  “Real  Estate”  indicate  that 
court  dt'cisions  gave  national  banks  considerable  leeway  in  lending 
secured  by  mortgages  and  real  estate.  Subset|uent  Reports  con¬ 
tained  a  similar  but  expanded  discussion. 

The  Report  of  1903  included  an  extended  discussion  of  the  Na¬ 
tional  Bank  Act  and  its  interpretation.  Under  the  general  heading 
“Powers”  were  two  subsections;  “Power  to  hold  or  acquire  real 
estate”  and  “When  national  bank  may  take  mortgage,”  and  each 
subsection  contained  a  detailed  list.^^  In  1911  the  Comptroller  re¬ 
ported  on  the  percentage  of  all  national  banks  violating  various 

/Ic/mrf  of  the  Compirolh'r,  189'^,  .51. 

lU’port  of  the  Comptroller,  190.3,  963  96.5.  Under  “Power  to  !i<ild  or  ac(|iiire  real 
estate”  the  following  were  listed  ( explanations  and  case  citations  omitted ) : 

May  purchase  realty  to  secun-  previous  deht 

When  may  purchase  more  than  amount  of  deht 

May  purchase  at  shi'riff’s  sale  and  sell 

Bank  may  buy  undivided  interest  in  realty 

May  sell  timber  on  land  bought  at  foreclosure  sale 

Ultra  vires  purchase  voidable  only 

When  purchase  part  void  or  part  voidable 

Leasing  and  imurosement  of  real  estate 

Indebtedness-obligation  to  pay  rent 

Acts  idtra  vires-Iiahility  of  thirtl  parties 

Deed  to  third  party  in  trust  for  hank 

Under  “When  national  hank  may  take  mortgage”  the  following  were  discussed: 

May  taki-  mortgage  to  st’cure  previous  deht 
Dec-d  of  tnist  to  l)ank  may  he  enforced 

Agreement  that  bank  may  taiforce  endorser’s  indemnity  valid 

When  may  aetjuire  and  c-nforce  prior  liens 

Borrower  may  mortgage  to  another  for  hank 

May  take  mortgage  for  purchase  price  of  realty  sold 

May  take  as  collateral,  stock  representing  only  realty 

May  biiy  and  enforce  secnired  note  sid>ject  only  to  forfeiture 

May  buy  additional  note  to  protect  its  claim 

Foreclosure  of  mortgage  given  to  predecessor  state  bank 

Mortgages  for  pre.sent  or  future  advances  invalid 
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provisions  of  the  National  Bank  Act.  Of  special  interest  is  the 
number  of  banks  reported  as  granting  accommodation  on  the  se¬ 
curity  of  mortgages  or  other  lien  on  realty.  It  is  not  clear  how  the 
Comptroller  identified  loans  in  violation  of  the  Act,  but  presumably 
the  data  came  from  bank  examiner  reports.  For  call  dates  from 
January  31,  1910  to  September  1,  1911,  between  10.52  and  16.10 
per  cent  of  all  national  banks  had  loans  in  violation  of  the  mortgage 
provisions  of  the  statute.-"’ 

These  statements  from  various  Reports  indicate  that  national 
banks  could  and  did  engage  in  mortgage  lending  and  that  the 
Comptroller  was  aware  of,  and  sometimes  sympathetic  to,  those 
actions.  The  reported  court  decisions  also  indicated  the  ambiguity 
in  the  law. 

Statkmknts  of  Contempohahy  Observers 

Statements  of  contemporaries  provide  considerable  evidence  on 
the  methods  used  to  avoid  the  direct  ban  on  mortgage  lending. 
Jessie  Pope,  writing  in  1914,  reported  that  it  was  common  practice 
among  national  banks  to  take  mortgages  on  real  estate  for  added 
security  for  an  already  existing  personal  loan.-”  Mever  Jacobstein 
indicated  that  this  was  an  accepted  practice  in  North  Dakota. 
“Banks  are  forced  to  loan  on  the  personal  note  t)f  the  farmer,  secured 
by  a  mortgage,  instead  of  taking  a  direct  mortgage  on  the  property. 
Other  banks  turn  these  mortgage  loans  over  to  trust  companies,  and 
collect  a  commission  from  the  farmer  for  placing  the  mortgage.” 
He  suggested  that  this  method  resulted  in  higher  mortgage  rates 
than  would  have  existed  with  more  direc*t  real  estate  loans.  Allan 
Bogue,  in  discussing  rural  credit  in  Kansas,  reported  that  local  banks 
acted  as  agents  for  mortgage  companies  or  eastern  investors.-” 
Lewis  Ilaney,  in  discussing  Texas,  indicated  that  individuals  in  the 
community  could  make  direct  mortgage  loans  and  then  receive  per¬ 
sonal  loans  from  the  bank  to  finance  the  lending.  This  is  in  line  with 
his  statement  that,  “sometimes  if  a  borrower  has  real  estate  notes, 
they  are  put  up  in  national  banks  and  although  they  are  not  pledged 
for  security,  it  is  understood  that  they  are  in  the  bank  for  that  pur¬ 
pose.”  -•*  Benjamin  Klebaner  described  another  tactic;  “Faced  with 

lirport  of  tin-  Coiiiptrolirr,  1911,  IS. 

Ji'ssc  E.  P()|H',  “Agricultural  Or'clit  in  the  I'liitcd  State's,”  Qiuirti  rhj  Journal  of 
F.conomics.  28  (August,  1914),  71  A. 

Jacubstciii,  “Farm  Credit,”  f><)5. 

-'Allan  C.  Bojeue,  Moncij  at  Intircst:  The  Farm  Mortfiafic  on  the  MUldle  Border  (Ithaca, 
Xcw  Yiirk,  195.5),  2.52  25.5. 

-•’Lewis  11.  Haney,  "Farm  Creilit  Conditions  in  a  Cotton  State,”  American  Economic 
Reciew,  4  (March,  1914),  49  .50.  The  c'ennplete  (jiiote  from  Haney  is:  “Real  estate  security 
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competition  from  state  charteix'd  banks,  national  banks,  with  the 
complicity  of  the  Comptroller  of  the  Currt'iicy,  used  indirect  meth¬ 
ods  to  evade  the  ban.  Sometimes  a  mortgage  and  trust  company 
would  he  organized  which  shared  the  premises  and  management  of 
the  national  hank.”  These  comments  suggest  that  ohseiwers  were 
aware  of  several  wa\’s  in  which  national  hanks  engag{'d  in  mort¬ 
gage  lending.-” 


Tin:  (^I'AN  ri  I  ATivi;  Kvii)I.n(  i: 

Some  (juantitative  evidene(‘,  direel  and  indirect,  is  axailahh*  in 
figures  r<‘ported  in  various  Comjilrolh'r  .\nnual  llcjxnis  hut  direct 
evidenc-('  is  limited  to  the  \ears  immediateh-  prior  to  1914.  Series 
X  h.ll  6.55  in  Jlistorical  Statistics  reports  data  on  national  hank 
loans  secured  hv  real  estate'  (ineluding  mortgages)  from  1(S96.-’’- 
Sueli  loans  made  up  less  than  2  per  cent  of  all  national  hank  loans 
for  (he  \('ars  1896-1914.  This  series  is  drawn  from  All  Bank  Sta¬ 
tistics,  where*  the  statistics  e)n  me)rtgage  anel  real  e*slate  le)ans  fe)r 
the*  \e*ars  prior  to  1909  are*  hase*el  e)n  e*stimate*s  e()nstrue*te*d  using  the* 
ratio  e)l  re*al  e*slale'  loans  te)  le)tal  eollate*ral  le)ans  in  the*  April  2.4, 
1909  call  re*j)ort.-' ’■  l)ire*et  figure*s  e)n  national  hank  le)ans  se*cure*el  by 
mortgages  and  re*al  e*state  we*re*  available*  fe)r  1909  anel  1911  191.4 

is  ;i  knotty  point  f<»r  hankt  rs  in  fanning  I’oininnnitirs.  State  Itanks  in  r<*\as  an*  allowed  to 
t.ik<‘  a  eertain  ani<aint  ot  t(‘al  estate  as  seenritv  tor  loans  atnl  <lo  so;  l>nt  as  eversone  knows, 
national  hanks  are  proliihiteel  hy  law  tn)in  doini^  this.  .\s  a  matter  ot  laet,  national  hanks 
do  take  some  land  as  seenritv,  and  o\er  one  half  all  hanks  reportinn  held  farmers*  per¬ 
sonal  nott's  s(‘enre<l  |>v  real  estate.  Siuli  loans  appear  to  make  from  one  percent  to  t(‘n 
per(»*!it  of  the  total.  Sometimes,  if  a  horntwer  has  real  est.ite  notes  they  are  put  up  in 
national  hanks,  and  althoneh  the)  are  not  pledged  for  security,  it  is  understood  that  thev 

aw*  in  the  hank  for  th.it  purpose.  If  a  national  hank  has  ^ood  iiistomers  who  fia\e  real 

estate  paper,  it  will  freipuaitU  take  their  notes  for  (collection  on  the  uiulerst. Hiding  that 

when  ((illeeted  th(*se  notes  will  he  applied  on  the  pa)  inent  of  their  ohli^at^on  to  the  hank. 

( feeasionall) ,  too.  national  h.uiks  take  real  I'state  loan  as  collateral  security  when  tlie  maker 
of  the  land  not(c  <loes  not  ha\(‘  to  he  depended  upon  lor  the  litpiidation  of  tlie  deht.  It 
seians  that  n  ational  hank  examiners  an*  familiar  with  ties  f.ut  and  that  all  practice  has  1>een 
tacitly  sanctioned,  perhaps  to  check  lending  without  any  si*curity  at  all.**  Texas  mi^ht  not 
hic  typical  hecaiisi*  tliat  state  did  not  picrinit  state  lianks  until  190*>  and  national  lianks 
wduld  ha\ic  heeti  more  apt  to  de\  isi*  and  iis(c  methods  lor  participating  in  th<‘  mort^a^e 
market. 

henjamin  J.  Khhaner,  (annnirrem/  Ihtukinf*  iti  tlie  Vnited  States:  A  Ilistonj  (Hinsdale, 
Illinois,  n)7  l ),  7^). 

•“Harold  (7  Moulton,  Thr  lituiucia!  Or^atiizafitni  of  Stuiotif  ((ihicajit*,  1921),  reported 
that;  *‘lndeed,  it  has  heeii  the  rule  rather  th;in  the  exception,  that  at  least  a  t)art  of  the 
loans  extended  to  fanniTs  during  the  crop  ^lowinj;  period  are  carried  ovi*r,  extended  for 
an  indefinite  numher  of  years.  'This  practice  is  in  ])art  attrihiitahle  to  the  fact  that  the 
Nation;il  Ihiiik  .Act  did  not  permit  national  hanks  to  loan  on  the  security  of  real  estate* 
inoi tt^ai'es,  in  conseipience  of  w  hich  the  inition.il  institutions  in  orih‘r  to  meet  the  compi  ti- 
tion  of  state  hanks,  made  loans  foi  fi\ed-c;ipital  purposes  to  farmers  merely  on  the  security 
of  their  single  or  indorsed  promissory  notes.  In  the  nature  of  such  thing's  such  loans  usually 
had  to  he  extended  for  a  lonj»  period  of  years*’ 

•‘-  U.S.  Ihireaii  of  the  (a*nsus,  llistoru  til  Statistics  of  the  United  States,  (Ud(mi(d  Titnes 
to  11*70,  liieetiti’unial  Edition,  Part  .i  (Washiiieion,  1975),  1011,  1025. 

•^‘  Hoard  of  (lovernors  of  the  Keder;d  Ih'seiNC  Svstem,  All  Hank  Statistics:  United  States 
ISm  /95.5  (Washington,  D.C.,  1959),  16  17. 
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onl)’.  These  figures  are  undouhtedl)'  an  underestimate  because  they 
record  ouK-  loans  secured  b\-  direct  methods.  Loans  secured  indi¬ 
rectly  by  mortgages  and  real  estate  as  described  previously  were 
not  included  iii  the  1909  and  1911-1913  base  figures. 

Tables  1  and  2  contain  the  onlv  available  direct  evidence  on 
mortgage  lending  b\-  national  banks  that  we  have  been  able  to 
locate.  This  information  was  reported  b\’  the  Comptroller  in  1911, 
1912,  and  1913.  The  tables  show  that  in  these  three  years  mortgage 
loans  made  up  no  more  than  4  per  cent  of  total  national  bank  loans 
outstanding.  While  the  jicrci-ntages  are  somewhat  higher  in  agri- 
culturallv  oriented  areas,  the\  suggest  that  national  banks  were  not 


Taulk  1 

Tin;  Pi  Hca-MACK  ok  .\i.i-  Loans  and  Discounts  by  National 
Banks  That  Wkbk  Skclhk.i)  by  Kf.al  Estatk 
(  Inch  dinc  Mobtcacks  Ownk.d) 


SI  AH'; 

9)13' 

1012 

1011 

srAIK 

1013' 

1012 

1011 

M.iinc 

0.38 

0.40 

0..30 

Okkihoina 

2,0.3 

4.17 

.3.21 

N’criiioiit 

0.21 

1.13 

1.30 

(  )lii() 

1.40 

2.05 

1.80 

New  1  l.impsliin' 

0.12 

0.51 

0.81 

Indiana 

0.80 

2.00 

2.35 

\l.iNSiu  Inisctts 

0..3.5 

0.21 

0.23 

Illinois 

0.07 

1.00 

1.03 

( loiiiicrticiit 

0..3.3 

0.42 

0.48 

Micliii':ni 

0.20 

1.15 

1.10 

IUkkIc  IsI;iikI 

0.00 

0.12 

0.07 

Wisconsin 

0..30 

1.25 

1.25 

W  w  York 

0.83 

0.20 

0.25 

Minncsot:( 

1.10 

2.18 

2.00 

New  Jcrsi’y 

0.70 

0.00 

0.00 

low  a 

0.72 

2.04 

2.73 

I’niiisylv  aiiia 

1 .00 

1.00 

1 03 

.Missouri 

0.27 

0.03 

0.38 

DrI.iwarc 

0.58 

1.15 

0.05 

Nortli  Dakota 

5..3.3 

8.20 

0.60 

Man  land 

0.87 

0.00 

0.55 

South  Dakota 

201 

3.87 

2.04 

X'irt'inia 

0.71 

0.80 

0.55 

.Nchrask;! 

1.10 

1.02 

1.17 

W  cst  N  ir^inia 

0.42 

0.05 

0.01 

Kansas 

0.07 

1.00 

1.48 

NOi'lli  (aii'olina 

0.50 

0.47 

0.41 

Mont:ni:i 

1  ..55 

2.80 

2.40 

Kentucky 

0..50 

1 .25 

1  .35 

Wyoming 

2.22 

.3.tM) 

2.10 

'renncNsee 

0..37 

0.01 

1.10 

(a)lor;ido 

1 .05 

3.00 

.3.05 

Sonlli  C^irolina 

0..35 

0.00 

0.48 

.New  Mexico 

1.13 

.3..50 

.3.00 

( leori^ia 

0.43 

0.83 

0.71 

hkiho 

2.84 

.3.23 

3.28 

I'lorida 

0.00 

1.87 

1.08 

I’tah 

0.00 

1.84 

1..32 

AlaHaina 

2..30 

3.0.3 

2.73 

Nc\  ada 

1..32 

3.72 

3.56 

Mississippi 

4.7.5 

0.41 

0.01 

\  ri/ona 

1  ..34 

2.80 

.3.00 

1  .onisiana 

0.51 

2.05 

.3..38 

W;isliinj'ton 

0.71 

.3.10 

2.05 

Arkansas 

2.25 

2.70 

2.10 

( )rcuon 

1.41 

2.44 

2.21 

IVsas 

1.48 

3.24 

.3.00 

(a(lilorni:i 

1.14 

1..30 

1.51 

Sources:  191  ?:  iy/.'i  Comptroller’s  Report,  227-230;  1912:  11)12 
()95;  1911:  i9il  ComtitroUer’s  Report, 

Comptroller’s  Report, 

.  (>9  I 

\olc:'  llic  191:1 

(latii  iiiv 

not  com 

pli'ti'lv  c<>Mip:ir;il>lc  tii  tlic  1912  and 

1911  data. 

'I'he 

1913  (l:i(:i 
loiiiis  :iii(l 

ixcliult'd  llic  rrsi' 
tliscniinls  tliat  wt'ii 

r\i‘  city  hanks  in  each  stati 
*  inatniiin;  in  (lays  nr  less 

•  :ind  included  nidy 

tllOSL* 
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actively  engaged  in  direct  mortgage  lending.  These  figures  repre¬ 
sent  a  lower  bound  for  national  bank  mortgage  lending. 

Table  3  presents  evidence  on  the  extent  of  national  bank  direct 
secured  lending.  The  figures  record  the  percentage  of  all  national 


Table  2 


The  Percentages  of  All  Loans  and  Discounts 
BY  National  Banks  That  Were  Secured  by  Real  Estate 
(Including  Mortgages  Owned) 


YEAH 

NE  - 

MA 

ENC 

USE  “ 

LSE 

SW 

WNC 

MOU 

PC 

1911 

()..33 

0..57 

1.53 

0.83 

2.51 

3.15 

2.18 

1.59 

2.12 

1912 

0.30 

0.60 

1.64 

0.88 

2.67 

3.71 

3.06 

2.83 

2.30 

1913' 

0..30 

0.93 

0.78 

0.55 

2.51 

2.06 

1.78 

3.01 

1.09 

Soiirtf:  Calculatttl  fnim  Tabk-  1.  Hc'niHnal  values  an-  arithmetic  av»Tani-s  of  the  individual 
state  values  for  national  hanks. 


Notes:*  The  1913  data  are  not  completely  comparable  to  the  1912  and  1911  data.  The 
1913  data  excluded  the  reserve  city  hanks  in  each  state  and  included  only  those 
loans  and  discounts  that  were  maturing'  in  IK)  days  or  less. 

-  NK  (.New  Kii^Iand ) ;  .\ie.  Ml,  Vt,  Ma,  fai,  HI. 

MA  (Middle  Atlantic):  NY,  NJ,  I’a,  Ol,  Md. 

KNC  (East  North  Central):  Oh,  In,  II,  Mi,  Wi. 

USK  (Upper  Southeastern):  \'a,  WV,  NC,  Ky,  Tn. 
l.SE  (Lower  Southeastern):  SC,  Ca,  FI,  Al,  Ms,  l.a,  .Ar. 

SW  (South  West):  Tx,  Ok. 

WNC  (VV«-st  North  Centr;d):  Mn,  la.  Mo,  NO,  SI),  Nh,  Ka. 

MOU  (Mountain):  Mt,  Wy,  Co,  NM,  A/.,  Nv,  Ut,  Id. 

I’C  ( l’;ieilic  ta>ast):  W;i,  Or,  (ai. 

Table  3 

Time  Loans  Secured  by  Stocks,  Bonds,  and  Other  Personal 
Securities,  or  on  Mortgages  and  Other  Real  Estate 
Security  as  a  Percentage  of  All  Loans  and  Discounts 
FOR  National  Banks 


YEAH 

AI,L 

BANKS 

COUNTRY 

BANKS 

YEAH 

ALL 

BANKS 

COUNTRY 

BANKS 

1890 

14.94 

13.67 

1902 

19.58 

18.88 

1891 

15.80 

15.16 

1903 

18.83 

19.78 

1892 

17.03 

15.58 

1904 

18.78 

19.42 

1893 

17.40 

16.65 

1905 

18.83 

19.27 

1894 

20.07 

18..52 

1906 

19.03 

19.37 

1895 

18.67 

18.29 

1907 

18..58 

18.96 

1896 

19..59 

18.92 

1908 

21.00 

19.81 

1897 

19.85 

19.42 

1909 

20.67 

19.77 

1898 

19.85 

19.45 

1910 

19.99 

19.48 

1899 

20.46 

18.43 

1911 

19.92 

19.68 

1900 

19.61 

18.25 

1912 

20.57 

19.77 

1901 

19.41 

18.68 

1913 

20.58 

19.98 

Source:  Derived  from  the  annual  Hcjiorts  of  the  ComptrolUr  of  the  Currency. 
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bank  loans  secured  by  stocks,  bonds  and  other  personal  securities, 
mortgages  and  other  real  estate  security.  The  percentage  increased 
from  under  14  per  cent  in  1890  to  almost  20  per  cent  in  1913.  The 
figures  slightly  understate  secured  lending  because  such  loans  ma¬ 
turing  within  ninety  days  are  not  included.  These  figures  represent 
only  direct  mortgage  and  other  secured  lending  by  national  banks 
and  do  not  include  indirectly  secured  loans.  They  are  presented 
only  to  give  some  estimate  of  the  extent  of  direct  secured  lending 
by  national  banks. 

The  concerns  expressed  in  the  Comptroller’s  Reports  and  state¬ 
ments  of  contemporaries  suggest  that  national  banks  were  making 
mortgage  loans  to  a  greater  extent  than  indicated  by  the  direct 
figures  available  on  mortgage  lending.  Some  indirect  evidence  has 
been  developed  using  figures  from  the  Comptroller’s  Reports.  These 
contain  state-by-state  balance  sheet  data  for  country  national  banks 
and  city-by-city  balance  sheets  for  reserve  city  national  banks.  Prior 
to  1890,  the  value  of  an)’  real  estate  owned  by  a  national  bank  was 
included  with  the  value  of  the  bank  building,  land,  furniture,  fix¬ 
tures,  etc.,  but  from  1890  on,  other  real  estate  owned  was  listed  as 
a  separate  item.’’^  Table  4  presents  yearly  averages  of  the  ratio  of 
other  real  estate  to  loans  and  discounts  for  country  bank  regions  of 
the  United  States.  The  “real  estate”  held  by  banks  was  taken  be¬ 
cause  of  loan  default  under  section  2  or  foreclosed  under  sections  3 
and  4.  National  banks  also  ac(|uircd  real  estate  through  default  cn 
loans  indirectly  secured  by  mortgages  and  real  estate.  The  actual 
amount  of  mortgage  loans  must  have  been  larger  than  the  amount 
of  real  estate  owned  since  the  probability  of  all  national  bank  mort¬ 
gage  loans  defaulting  seems  negligible. 

While  the  values  of  the  ratios  are  generally  rather  small,  they  did 
rise  during  the  depression  years  of  the  189()s,  and  the  rise  was  most 
pronounced  in  agriculturally  oriented  areas.  The  ratio  rose  more  in 
the  Lower  Southeastern  states  than  in  the  Upper  Southeastern,  East 
North  Central,  Middle  Atlantic,  and  New  England  states,  and  rose 
the  most  in  the  West  North  Central,  Mountain,  and  Pacific  Coast 
states.  For  some  states  within  the  regions,  the  increase  in  the  ratio 
was  even  greater. 

Within  the  West  North  Central  region,  the  ratio  of  other  real 
estate  to  loans  and  discounts  of  Nebraska  banks  rose  to  8.53  and 
8.70  per  cent  in  1897  and  1898;  in  South  Dakota  it  rose  to  9.34  and 
8.22  per  cent  in  the  same  years;  and,  in  Kansas,  it  was  4.48  per  cent 

•"  For  a  discussion  and  dcKiiition  of  the  balance  sheet  items  in  the  Reports  from  the 
Comptroller’s  office,  see  Ktlfiar  C..  Alcorn,  The  Duties  and  Liahilities  of  Bank  Directors, 
third  ed.  (Indianapolis,  1915),  138  153. 
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Table  4 

The  Ratio  of  Real  Estate  to  Loans  and  Discounts  for 
Country  National  Bank  Regions 


VE.\R 

\E  ‘ 

.M.V 

ENC 

USE 

USE 

sw 

WNC 

MOU 

Rc: 

1890 

0.20 

0.94 

0.94 

0.00 

0.81 

0.73 

1.04 

1.01 

0.88 

1891 

0.28 

0.82 

0.89 

0.53 

1.00 

0.41 

1.90 

1.17 

1.14 

1892 

0..32 

0.91 

0.77 

0.07 

1.32 

0.70 

2.05 

1.37 

1.07 

189.3 

0.30 

0.90 

0.79 

0.77 

1.57 

1.02 

2.11 

1.85 

1.80 

1894 

0.45 

1.28 

1.17 

1.29 

2.38 

0.90 

3.10 

3.58 

3.42 

189.5 

0.49 

1  ..55 

1.40 

1.48 

2.92 

1.48 

3.88 

5.07 

5.13 

1890 

0.74 

1.72 

1 .50 

1.83 

2.79 

1.70 

4.08 

0.07 

7.31 

1897 

0.87 

1.88 

1.88 

1.99 

2.80 

1.93 

5.40 

7.08 

9.09 

1898 

0.91 

1.90 

2.00 

1.82 

2.84 

1.07 

5.15 

5.93 

9.38 

1899 

0.99 

1.98 

1 .90 

1.70 

2.74 

1.34 

4.70 

5.31 

8.42 

I9(M) 

0.78 

1.74 

1.49 

1.28 

2.17 

1.05 

3.31 

3.81 

0..32 

1901 

0.07 

1.40 

1.15 

1.13 

1.79 

0.80 

2.42 

2.81 

5.10 

1902 

0.58 

1.18 

0.89 

0.84 

1.37 

0.08 

1.05 

2.35 

3.49 

190.3 

0.51 

0,99 

0.00 

0.00 

1.11 

0.77 

1.12 

1.01 

2.15 

1901 

0.49 

0.87 

0.54 

0.54 

0.77 

0.94 

1.05 

1.10 

1.42 

1905 

0.37 

0.81 

0.50 

0.45 

0.72 

1.10 

1.00 

1.21 

1.11 

1900 

0..30 

0.72 

0.48 

0..30 

0.01 

0.91 

1.04 

1  22 

0.87 

1907 

0.33 

0  01 

0.47 

0.28 

0.53 

0.85 

0.98 

0.89 

0.70 

190S 

0.31 

0.78 

0.48 

0.43 

0.04 

1.00 

1.03 

0.84 

0.77 

1909 

0.28 

0.55 

0.48 

0.48 

0.78 

0.99 

0.92 

0.80 

0  81 

1910 

0.25 

0.52 

0.49 

0.47 

0.73 

0.88 

0.84 

0.74 

0.88 

1911 

0.37 

059 

0.52 

0.50 

0.04 

1.04 

1.02 

1.50 

1.04 

1912 

0.31 

0.07 

0.49 

0.59 

0.70 

1.15 

1.11 

1.55 

1.15 

1913 

0.27 

0.75 

0.53 

0.57 

0.77 

1.20 

1.13 

1.04 

1.27 

SiMiicu; 

Derived 

Iroin  till* 

aiiinial 

Hi  ports  of 

tin-  ('inti 

iptrolh  r 

of  the  ('.urrrnrij. 

Hegiim  d 

\a1ii<‘s  an*  at itlinit'ttc  aM  va^us  iil  tlir  idii.il  state  \  allies. 

Note;'  See  'I'able  2  for  regional  definitions. 


in  1895.  4.87  per  cent  in  1896,  and  4.80  per  cent  in  1897.  For  Wvoin- 
inj;  the  ratio  was  above  10  per  cent  from  1897  tlirongh  1899.  Even 
higher  ratios  were  reported  in  the  Pacific  Coast  states;  tlie  ratios 
for  Washington  hanks  were  7.39,  11.48,  16.22,  16.03,  and  13.46  ]H-r 
cent  for  the  vears  1895  through  1899  respi'ctivi‘l\-.  Ih'tween  1896 
and  1899  in  C^alifornia.  the  ratios  ranged  between  6  and  7.33  jier 
cc*nt.-‘'’ 

C.ioinc-  E.  iiariu'tt.  Statr  Hunks  iinil  Trust  (Unuininiis  Siucf  llir  Vassanc  of  the  S'li- 
tionut  Hunk  Art  ( Washinmon.  O.C.,  1!)11).  lOS,  proM'ded  similar  iidoi niatioii  on  stair 

banks:  “IJcspitc  thi-si-  restrictions  and  the  vigilance  of  the  state  bank  sapersisors,  in  the 
period  from  lSt)2  to  1S97  many  st;ite  banks  in  the  .MiiUIle  Western  and  Western  Stales 
came  into  the  possession  ot  large  amounts  ol  real  estate.  I'lidi  r  the  eonditions  then  pre¬ 
vailing  it  vvonld  have  beim  impossible  to  force  the  banks  to  sell  their  real  estate  without 
driving  many  of  them  into  insolveney.  The  ineri-ase  in  tin-  value  of  real  esiati-  in  these 
stal<'s  sine<‘  1S9S  has  r-nabled  the  supervisors  to  seenr*-  a  great  rednetion  in  the  real  estate 
holdings  of  the  banks.” 
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The  ratios  suggest  that  banks  were  taking  mortgages  to  secure  al¬ 
ready  existing  loans  and  were  foreclosing  on  an  increasing  nninber 
of  these  during  the  depression  \  ears  of  the  inid-I89()s.‘'''  Since  it  is 
very  unlikely  that  all  mortgage  loans  were  foreclosed,  the  amount  of 
mortgage  lending  by  national  banks  in  the  western  half  of  the 
Ibnted  States  would  seem  to  have  been  rather  large.  Tliis  indirect 
evidi'iice  also  suggests  that  mortgage  lending  was  more  important 
in  the  predominantb’  agricultural  areas  as  compared  to  more  indus¬ 
trialized  ones  and  was  above  the  reported  figures  rellecting  direct 
mortgage  lending.’’' 

Conclusion 

The  direct  and  indirect  evidence  discussed  above  is  sonu'what  con- 
Iradictory.’’'*  Statements  bv  the  C^)mptroller  and  bv  contemporaries 
suggest  that  national  banks  found  wavs  to  circumvent  the  direct 
prohibition  on  mortgage  lending.  Indirect  data  suggests  that  the 
volume  of  such  lending  might  have  been  significant,  but  the  direct 
data  for  191  l-191.‘i  suggests  that  such  lending  was  not  (piantitativelv 
significant.  M  prc'sent,  we  can  onlv  suggest  that  the  amonnt  must 
have  been  above  the  lower  bound  direct  figure.  While  the  state¬ 
ments  of  contemporaries  did  not  indicate  clearlv  the  magnitude  of 
national  bank  mortgage  lending,  the\’  suggested  several  wa\s  in 
which  countrv  national  banks  conld  and  did  avoid  the  prohibition 
on  direct  mortgage  lending.  There  is  little  doubt  that  restrictions 

•■"'Oiir  c'Miitiiit  the  ri'l;iti\f  niauiiitiulf  of  losses  (defaults)  on  Mi<irt>;a(;<’  loans  l)y 

eliao^es  in  tlie  r.itio  of  real  estate  to  loans  and  discounts.  This  ratio  can  elianm-  for  several 
reasons,  an  oh\  ions  one  heiiic  relative  chaoses  in  loans  and  ilisconnts.  In  addition,  "other 
real  est.iti’”  conld  he  held  for  up  to  fivi-  yi’ars  hy  the  hank.  It  was  possible  for  snhstantial 
losses  on  inortnaiJe  loans  to  h.ive  occurred  diiriii);  a  \e.ir  and  to  still  hasc'  thi'  real  «'stale 
to  loans  and  discounts  ratio  fall  if  sales  of  alrea<ly  owned  real  estate  e.\ceeded  new  defaults. 
Ilowexer,  it  is  clear  that  the  anionnt  of  real  estate  owned  hy  the  national  hanks  was  lar^'ely 
dep<-ndent  upon  the  losses  the  hanks  snllered.  The  ratio  of  j;ross  losses  to  loans  and  dis- 
i-oniits  for  coiiiitrv'  hanks  hy  state  has  heeii  calcidated  from  tin-  Comptroller’s  /Icportv.  I  See 
Cene  Smiley,  “Siiort-’l  i‘rm  Interest  Hates  of  National  Hanks  for  States  and  Heserve  Cities, 
ISS.S  ItU'l,”  Working;  PapiT  7-1  12,  Bureau  of  Business  and  Kconomic  Hesearch,  Cuiversity 
of  Iowa,  Iowa  (aty,  lowii  (June,  1974)  |.  H<-^ional  loss  ratios  can  lx-  calculated  for  the 
same  rejiions  as  the  re.d  estate  ratios  in  Tahle  1.  The  estimated  correlation  ciH'ilicients 
hetweeii  the  reirioual  real  «'state  and  loss  ratios  for  the  respective  rej;ious  ar<-;  NK,  0.70; 
M.\,  0.«">,  KNC,  0.«5;  CSK,  0.83;  LSK,  0.85;  SW.  0.70;  WNC.  0.80;  MOU,  0.‘)5;  ami 
1*C;,  0.80. 

"•The  d;ita  iii  T;d>le  4  indicate  that  even  in  the  iion-depression  years  of  th<’  I8f)0  1913 
period,  hanks  in  the  more  ;i):ricnlturally  orii-iited  states  in  the  western  half  of  the  Ihiited 
States  owned  relatixily  larger  ;nnounts  ol  re;d  i-state  sn)mestinn  (with  rehitively  similar 
loss  ratios)  relatixelv  hirjrer  :imonnts  of  direct  ;md  inilirect  luort^'a^e  lending'  hy  those 
national  h;niks.  (T;iiiles  1  and  2  indieatr'  tlnit  this  is  so  for  the  years  of  1911,  1912,  and 
1913).  It  seems  logical  to  ;issimie  that  in  :ireas  where  snhstantially  larger  portions  of 
economic  ;ictivity  wi're  rlirectly  ;nid  indirectly  rehited  to  anricnltnral  output  ami  income, 
national  hanks  would  make  rehitively  more  lo;nis  (such  as  mort^af'e  loans)  directly  tied 
to  that  sector. 

"■•One  conld  reconcile  the  conflict  if  it  were  known  that  national  hank  mortj'aj'e  lending 
in  the  years  1911,  1912,  and  1913  were  almorinally  low  conii>ared  to  the  pri-credin);  years. 
However,  tiu're  is  no  reiison  to  suspect  this  and  it  does  not  seem  to  he  a  ])laiisihle 
c.xplainition. 
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on  national  banks  led  to  second-best  solutions  and  reduced  national 
bank  participation  in  the  mortgage  market  to  a  level  below  what  it 
would  hav'e  been  without  the  restrictions,  but  there  is  evidence  that 
the  cjuantitative  impact  of  the  restrictions  was  less  than  has  been 
generally  assumed. 

Donald  Horton,  Harold  Larsen,  and  Norman  Wall  reported  that: 
“In  1915,  1916  and  1917  the  proportion  |of  farm  mortgages  recorded 
by  individuals  |  was  smaller  than  for  other  years  of  the  decade,  and 
the  proportion  recorded  by  commercial  and  savings  banks  and  life 
insurance  companies  was  higher  than  for  the  other  years.  The  in¬ 
creased  importance  of  state  and  national  banks  as  a  source  of  new 
mortgage  recordings  was  caused  partlv’  by  the  removal  of  certain 
restrictions  on  the  making  of  real  estate  loans  bv  national  banks.” 
The  share  of  farm  mortgage  loans  recorded  bv’  banks,  which  aver¬ 
aged  18.3  per  cent  between  1910  and  1914,  rose  to  24.2  per  cent  in 
1916.^"  In  part,  this  reflected  increased  bank  participation,  but  more 
important  was  the  fact  that  national  banks  could,  after  1914,  make 
direct  mortgage  loans  that  could  be  recorded  and  reported  as  such. 

The  ("omjitroller’s  1911-1913  data  reflect  standard  mortgage  lend¬ 
ing  where  the  mortgage  was  dulv  recorded  at  the  countv  court 
house.  National  banks  were  reejuired  to  report  all  loans  secured  by 
mortgages,  but  this  probablv  excluded  loans  indirectlv  secured. 
Hanks  could  have  made  unsecured  loans  and  taken  mortgages  as 
security  but  not  recorded  them.  If  dt'fault  occurred,  the  bank  could 
then  record  the  mortgage  and  foreclose  if  necessarv.  Since  the 
mortgage  would  have  no  legallv'  binding  impact  until  recorded,  this 
would  rerpiire  that  the*  bank  have  considerable  knowledge  of,  and 
trust  in,  the  borrower.  National  banks  could  also  make  loans  secured 
by  a  co-signer.  In  1893  the  Comptroller  reported  that  “in  case  a  note 
discounted  bv  it  .shall  not  be  paid,  a  mortgage  given  bv  the  maker 
to  his  endorser  .shall  inure  to  the  benefit  of  the  (National  Hanking) 

Ddiiiild  C:.  Horton,  Harold  C.  I.arscn.  and  Xorinan  J.  Wall,  I'lirni  .^/or<fj,/(.,-  ('redit 
I'drilitifs  in  tin-  Vnitrd  Slates,  Miscrllancoiis  I’nlilication  No.  47S,  U.S.  Dipartincnt  of 
Aniknlliin-  (WasliiiiKton,  D.C:.,  1942),  22  2). 

21.  Horton,  I.arst-n,  and  Wall  proxided  sonu-  additional  indirect  evidence  that 
snt4i;ests  that  the  impact  of  the  removal  of  the  proliihition  on  direct  mort};a);e  lendiii)'  hy 
national  hanks  in  1914  was  shrill.  Their  Table  07  (227  228)  reported  “Kstimated  interest 
rates  on  ontstandiii);  farm  mortjja>ies,  hy  States,  Jan.  1,  1910  40.”  Tahle  08  (229  2'Jl) 
reporti'd  “Average  contract  interest  rates  on  farm  mort^anes  n-corded  hy  sr'U’cted  lender 
jironps,  hy  neo^raphic  ilivision,  1910  .15.”  Thc‘  interest  rates  n-corded  wr're  <piite  constant 
hetween  1910  and  1920,  indicating  that  the  chanfjr-  in  the  repdations  faciiijr  national  hanks 
had  little  impaet  in  the  mortftafle  market.  If  the  restrictions  had  tJreatly  hampered  national 
hank  particination  in  the  mortjian<'  market,  oni-  wonhl  »'.\pect  to  find  hank  farm  mortnafle 
interest  rates  and  fann  mortgage  interest  rates  in  general  falling  in  th<-  years  after  1914. 
Other  lactors  of  course  ur-ri-  attecting  mortgagi'  interest  rates  hut  the-  figures  arc  consistent 
s\ith  the  interpretation  that  national  hank  participation  in  the  mortgage  market  was  not 
appreciably  increased  in  the  post  1914  ireriorl.  Tin-  nature  of  this  participation  evidently 
changed  from  indirect  to  direct,  however. 
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association,”^’  and  such  an  arrangement  was  not  inhibited  by  the 
national  banking  law.  This  arrangement,  in  effect,  allowed  national 
banks  to  make  loans  indirectl)’  secured  by  real  estate,  but  not  in¬ 
dicated  as  such  in  their  reports. 

National  banks  could  and  did  make  mortgage  loans  during  the 
first  fifty  years  of  the  national  banking  system.  While  evidence  on 
the  magnitude  of  national  bank  mortgage  lending  is  imprecise,  it 
suggests  that  it  was  above  the  low  reported  figures  on  direct  mort¬ 
gage  lending  by  national  institutions.  Previous  studies  have  been 
influenced  by  the  iiitent  to  limit  national  bank  long-term  lending 
and  the  conseipient  limited  amount  of  direct  mortgage  lending  re¬ 
flected  in  national  bank  reports.  National  banks,  especially  those  in 
agricultural  areas,  found  wa\s  to  meet  pressing  needs  for  long  term 
loans.  The  continual  concern  of  the  Comptroller’s  office,  statements 
of  contemporaries,  and  other  indirect  measures  support  this  conten¬ 
tion.  In  some  areas  at  least,  national  banks  may  have  been  an 
important  supplement  to  other  institutions  engaged  in  mortgage 
lending.  This  conclusion  is  at  variance  with  the  findings  of  banking 
historians  who  relied  mainly  on  the  law  and  on  reported  figures. 
The  relative  decline  in  national  banking  and  the  resurgence  of  state 
chartered  institutions  may  have  been  due  less  to  the  restrictions  on 
national  bank  participation  in  the  mortgage  market  and  more  to 
other  restrictions  including  minimum  capital  retpiirements,  stricter 
examinations,  and  other  portfolio  restrictions. 

*'  /((’/Kirf  of  the  CoiiiitIrolU  r,  189^.  51. 
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THE  EDITOR’S  CORNER 


The  Harvard  Graduate  School  of  Business  Adininistration  announces 
a  postdoctoral  fellowship  in  ljusincss  history  for  1978-79  in  the  amount 
of  $18,500.  For  details,  sec  the  announcement  facing  page  415  in  this 
issue  of  the  Review. 


Th(‘  Business  History  Conference  will  hold  its  annual  meeting  at  the 
Elcuthcrian  Mills  Library,  Greenville,  Delaware,  on  February  24  and 
25,  1978.  Professor  Herman  Freudenherger  of  Tulane  University,  New 
Orleans,  Louisiana  70118,  has  arranged  the  program.  For  infonnation 
about  member.ship  in  the  Gonferenee,  which  is  open  to  anyone  with  an 
interest  in  business  history,  or  attendance  at  the  meeting,  write  to  the 
Secretary,  Professor  Fred  Bateman,  School  of  Business,  Indiana  Uni¬ 
versity,  Bloomington,  Indiana  47401.  The  themes  of  the  meeting  are 
International  Business  History  and  Law  and  Economies  Relating  to 
Busine.ss. 

o  o  o 

The  Elcuthcrian  Mills  —  Hagley  Foundation  and  the  History  Depart¬ 
ment  of  the  Unixersity  of  Delaware  jointly  sponsor  a  program  of  gradu¬ 
ate  study  for  students  interested  in  one  or  more  of  the  following  aca¬ 
demic  specialities:  American  economic  history,  the  history  of  technology, 
and  museum  studies.  F'inaneial  aid  consisting  of  a  $3,()()()  stipend  per 
year,  full  tuition,  and  a  small  travel  fund  is  available.  In  addition,  in  the 
ease  of  fellowships  funded  by  the  Foundation,  a  dependency  allow¬ 
ance  of  $1,200  per  year  is  available  to  eligible  individuals.  The.se 
awards  are  automatically  renewable  for  one  year  beyond  the  initial  year 
for  students  enrolled  as  M.A.  candidates  and  for  three  years  beyond 
the  initial  year  for  those  pursuing  the  Ph.D.  Titc  program  is  .solely  for 
sludenl.s  .studying  at  the  University  of  Delaware.  Deadline  for  applica¬ 
tions  is  Februaiy  7,  1978.  For  further  infonnation  write:  Coordinator, 
Hagley  Program,  Eleutherian  Mills-IIagley  Foundation,  Greenville, 
Wilmington,  Delaware  19807. 

0  0  0 

The  Fernand  Braudel  Center  for  the  Study  of  Economies,  Historical 
Systems,  and  Civilizations,  at  the  State  University  of  New  York  at  Bing- 
hampton,  announces  that  it  will  publish  a  quarterly  Review.  For  fur¬ 
ther  infonnation,  write  Immanuel  Wallerstein,  Director,  State  University 
of  New  York  at  Binghampton,  Binghampton,  New  York  13901. 

0  o  o 

Franz  Steiner  Verlag  announces  the  inception  of  a  new  journal,  Zeit- 
schrift  fiir  Unternchmemgeschichte,  which  they  will  publish  three  times 
a  year.  The  publication  is  devoted  to  business  histoiy  in  all  its  branches, 


and  contributions  in  English  and  French  will  be  accepted.  For  further 
information,  write  Vincent  Sicveking,  Franz  Steiner  Verlag,  6200  Wies¬ 
baden,  Friedrichstrassc  24,  Postfach  472,  West  Germany. 

o  o  e 

The  Johns  Hopkins  University  Department  of  History  will  again  hold 
its  Summer  Seminar  on  Quantitative  Techniques  in  Hi.storical  Research, 
May  30  through  July  21,  1978.  The  program,  which  will  emphasize 
basic  statistical  and  computer  .skills  and  the  fundamentals  of  project  de¬ 
sign,  is  designed  for  faculty  members  and  graduate  students,  but  under¬ 
graduates  have  also  taken  it  successfully.  Applications  arc  due  by  April 
1,  1978.  Write  Professor  Richard  Goldthwaitc,  Chairman,  Department 
of  llistoiA',  The  Johns  Hopkins  University,  Baltimore,  Maryland  21218 
for  further  infonnation. 


0  O  • 

The  National  Park  Service  has  published  Historic  American  Engi¬ 
neering  Reeord  Catalog,  1976,  a  193-page  paperback  book  which  is  a 
compilation  of  all  d(K-umentation  materials  produced  by  the  Historic 
American  Engineering  Record  from  its  beginning  in  1969  through 
Dect'inber  1975.  It  should  be  of  considerable  interest  to  persons  inter¬ 
ested  in  industrial  archaeology.  For  further  infonnation,  write  Douglas 
L.  CrifRii,  Chief,  Historic  American  Engineering  Record  Division, 
National  Park  Service,  U.S.  Department  of  the  Interior,  Washington, 
D.C.  20240;  or  send  $3.50  to  the  Superintendent  of  Documents,  Govern¬ 
ment  Printing  Office,  Washington,  D.C.  20402. 

e  o  o 

The  New  York  State  Historical  Assoc-iation  is  accepting  manuscripts 
for  its  New  York  State  Historical  Association  Manuscript  Award,  for 
which  the  deadline  is  February  I,  1978.  The  prize,  consisting  of  $1000 
and  a.ssistance  in  publication,  was  awarded  this  year  to  Edward  K.  Spann, 
Profcs.sor  of  History,  Indiana  State  University,  Terre  Haute,  for  his  mono¬ 
graph,  “The  New  Metropolis:  New  York  City,  1840-1857.”  For  further 
infonnation,  write  to  Dr.  Wendell  Tripp,  Editorial  Associate,  New  York 
State  Historical  Association,  Cooperstown,  New  York  13326. 

O  «  « 

The  Indiana  Historical  Society  will  award  two  prc-doctoral  fcllow.ships 
of  $200()  each  in  Indiana  history  or  the  hi.story  of  the  Old  Northwc.st. 
Deadline  for  applications  is  March  15,  1978.  Write  Gayle  Thombrough, 
Indiana  Historical  Society,  315  West  Ohio  Street,  Indianapolis,  Indiana 
46202. 


O  «  « 

The  Kress  Library  of  the  Harvard  Graduate  School  of  Business  Ad¬ 
ministration  and  the  Goethe  Institute  of  Boston  presented  an  exhibition, 
“Dialogue  in  Political  Economy  —  Traii-slations  from  and  into  German 
in  the  18th  Century,”  at  the  Baker  Library,  Harvard  University,  Novem¬ 
ber  16-Deccmber  30,  1977.  A  copy  of  the  catalogue,  compiled  and  with 
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an  introduction  by  Kennctli  Caipenter,  is  a\ailable  from  the  Kress  Li¬ 
brary,  Baker  Library,  Harvard  University,  Soldiers  Field,  Boston,  Mas¬ 
sachusetts  02163,  for  five  dollars. 

o  o  o 

We  have  received  the  following  books,  in  addition  to  those  reviewed: 

Adams,  J.  D.  R.,  and  J.  Whalley,  The  International  Taxation  of  Multi¬ 
national  Enterprise  in  Developed  Countries  (Westport,  Conn.:  Green¬ 
wood  Pre.s.s,  1977),  pp.  178,  $19.95. 

Ammcr,  Christine,  and  Dean  S.  Ammcr,  Dictionary  of  Business  and 
Economics  (New  York:  Free  Prc.ss,  1977),  pp.  461,  $19.95. 

Balachandran,  M.,  A  Guide  to  Trade  and  Securities  Statistics  (Ann 
Arbor,  Michigan:  Pierian  Press,  1977),  pp.  185,  $14.95. 

Fiegehen,  G.  C.,  P.  S.  Lansley,  and  A.  D.  Smith,  Poverty  and  Progress 
in  Britain,  1953-73  (New  York:  Cambridge  University  Press,  1977),  pp. 
177,  $12.95. 

Frank,  Andre  Gunder,  On  Capitalist  Underdevelopment  (New  York: 
Oxford  University  Press,  1976),  pp.  113,  $1.90  paper. 

Ilolbert,  Hayward  Janes,  A  Ilisionj  of  Professional  Management  in 
American  Industry  (New  York:  Anio  Pre.s.s,  1976),  pp.  229,  $18.00.  A 
dissertation  accepted  by  the  New  York  University  School  of  Education 
in  1940. 

Honour,  Frances  M.,  The  State  of  the  Industrial  Bevolution  in  1776 
(New  York:  V'^antage  Press,  1977),  pp.  IH,  $5.95. 

Lewenhak,  Sheila,  Women  and  Trade  Unions:  An  Outline  History  of 
Women  in  the  British  Trade  Union  Movement  (New  York:  St.  Martin’s 
Press,  1977),  pp.  308,  $14.95. 

Little,  Anthony  J.,  Deceleration  in  the  Eighteenth-Century  British 
Economy  (Totowa,  NJ:  Bowman  and  Littlefield,  1976),  pp.  Ill,  $13.50. 

Morclli,  Roberta,  La  Seta  Fiorentina  Nel  Cinquecento  (Milan:  Dott. 
A.  Cuiffre  Editore,  1976),  pp.  95,  no  price  given. 

Johnson,  Paul,  Enemies  of  Society  (London:  VV'eidenfeld  &  Nicholson, 
1977),  pp.  278,  £5.9.5  in  the  United  Kingdom. 

Nayyar,  Deepak,  India’s  Exports  and  Export  Policies  in  the  1960s 
(New  York:  Cambridge  University  Press,  1977),  pp.  .392,  $28.50. 

Post,  John  D.,  The  Last  Great  Subsistence  Crisis  in  the  Western  World 
(Baltimore:  Johns  Hopkins  University  Press,  1977),  pp.  240,  $12.9.5.  A 
study  of  the  effects  of  the  exceptionally  cold  period  following  the  Napo¬ 
leonic  Wars,  and  especially  the  cold  summer  of  1816,  on  food  production 
in  the  Western  world. 

Thnillier,  Guy,  Pour  unc  Ilistoire  du  Quotidicn  au  XIXe  Siccle  en 
Nivernais  (Paris:  Mouton  &  Co.,  1977),  pp.  490,  no  price  given. 

Vidal,  Gore,  ct  al..  Great  American  Families  (New  York:  Norton. 
1977),  pp.  190,  $1.5.95 

Amos  Tuck  School  of  Business  Admini.stration,  Dartmouth  College, 
The  Business  System:  A  Bicentennial  View  (Hanover,  NH:  University 
Press  of  New  England,  1977),  pp.  91,  no  price  given.  Collection  of 
papers  read  at  the  Seventy-fifth  Anniversary  Celebration  of  the  Tuck 
School. 

o  o  o 
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STORM  OVER  THE  MULTINATIONALS:  THE  REAL  ISSUES. 
By  Raymond  Vernon.  Cambridge,  Mass.,  Harvard  University  Press, 
1977.  Pp.  xii  +  260.  $12.50. 

THE  MULTINATIONAL  CORPORATION:  A  GUIDE  TO  INFOR¬ 
MATION  SOURCES.  By  Helga  Hernes.  Detroit,  Gale  Research 
Company,  1977.  Pp.  xxv  -f  197.  $18.00. 

Reviewed  by  Charles  P.  Kindleberger 
Professor  of  Economics  Emeritus 
Massachusetts  Institute  of  Technology 

Saiijuya  Lall  in  the  April-May  1974  issue  of  World  Development  pro¬ 
duced  a  spectrum  of  analysts  of  the  multinational  corporation,  starting 
with  the  hiisiness  school  “How-to-do-it”  school,  at  the  right  extreme,  fol¬ 
lowed  successively  hy  the  liberal  laisscz  faire  economists,  and  still  right 
of  center,  the  neo-liherals,  who  allow  for  mistakes  of  the  market,  includ¬ 
ing  externalities.  As  one  crosses  the  line  from  positive  to  negative,  one 
comes  to  the  nationalists,  who  resent  the  trouble  caused  by  MNCs  to 
national  policies,  the  “dependencia”  school,  that  professes  concern  for 
imperialism,  and  at  the  extreme  left  the  Marxists.  Once  in  a  Congres¬ 
sional  hearing,  1  referred  to  this  set  of  categories,  and  Ronald  Mueller, 
joint  author  of  CAohal  Reach  with  Richard  J.  Barnet,  who  was  also  testi¬ 
fying,  bristled,  saying  he  belonged  to  none  of  them.  Raymond  Venion 
also  claims  detachment  from  all  leadership  groups  —  among  which  he 
singles  out  “businessmen,  politicials,  intellectuals  and  poets”  (vi),  I  per¬ 
mit  myself  doubts.  I  know  my  place,  and  he  belongs,  in  my  opinion, 
just  wliere  Lall  puts  us  both,  among  the  neo-liberal  economi.sts. 

One  further  diversion:  in  his  classic  Hisiory  of  the  Bank  of  England 
(London,  P.  S.  King,  1909),  A.  Andreades  states  in  a  footnote  that 
“toward  the  end  of  his  life  McLeod  deceived  himself  into  a  belief  that 
he  was  working  by  republishing  his  different  books  under  different  titles” 
(337,  note).  1  flagged  this  for  myself,  and  believe  it  worth  calling  to  the 
attention  of  all  of  my  generation.  Vernon’s  Storm  over  Multinationals 
has  involved  a  lot  of  work  in  preparation  of  tables  and  in  organizing  a 
sizeable  amount  of  new  literature.  In  e.s.sence,  however,  it  is  a  redo  of 
Sovereignty  at  Bay.  The  cxjntral  theme  is  the  clash  between  economic 
efficiency  that  calls  for  world-wide  organization  of  production  and  distri- 


hution  and  the  task  of  government  concerned  with  the  welfare  of  a 
specific  nation. 

It  is  not  self-evident  that  one  can  blame  the  title  and  subtitle  of  a 
book  on  the  author,  since  publishers,  including  university  presses,  tend 
to  resist  author’s  suggestions  until  they  get  something  they  think  will  sell, 
but  the  subtitle  here,  “the  real  issues,”  prepares  the  reader  for  more  than 
he  gets.  In  the  analysis  of  enterprise  strategies,  chapters  3  on  technology 
and  5  on  “The  Struggle  Against  Entropy”  are  the  product-cycle  revisited. 
The  intervening  chapter,  “The  Drive  for  Stability,”  deals  with  what  many 
of  us  call  “defensive  investment,”  that  is,  the  instinct  of  the  large  corpo¬ 
ration  to  invest  where  and  how  other  members  of  the  industry  do,  al¬ 
though  the  chapter  docs  not  e.xplore  the  economic  costs  of  .such  policies 
and  who  bears  them.  The  discussion  of  national  objectives  has  few  sur¬ 
prises.  In  dealing  with  developed  countries,  N’enion  treats  successively 
(and  cogently)  national  defense,  employment,  the  balance  of  payments, 
taxation,  transfer  pricing,  anti-tnist  takeovers,  and  the  pill  industry.  All 
but  tlie  last  were  covered  in  a  book  of  mine  written  a  decade  ago.  The 
same  is  true  of  the  subject  matter  of  chapter  7  on  the  developing  coun¬ 
tries,  which  covers  imperialism,  bargaining  strategies,  transfer  prices, 
rates  of  profit,  consumer  sovereignty,  joint  ventures,  and  the  capacity  of 
host  countries  to  ac(juire  the  serx  iees  provided  by  the  MXC  more  cheaply 
and  comfortably  by  “unbundling”  or  “taking  the  package  apart.”  I  con¬ 
fess  some  surprise  that  \’ernon  do(*s  not  go  more  deeply  into  consumer 
sovereigntv  on  the'  one  hand,  or  the  capacity  of  countries,  other  than 
Japan,  to  assemble  ti'chnology,  capital,  marketing  skill  and  the  like  in 
trying  to  buy  them  separately.  On  consumer  sovereignty,  he  expresses 
on  three  oceasions  his  concern  that  MNCs  .sell  worthless  consumer  goods 
in  foreign  lands,  using  rather  emotive  language  (13,  144-14.5,  and  16.3- 
16.5),  but  at  the  same  time  observes  that  Soviet  Union  “state  enterprises 
chronically  produce  shoddy  goods  and  persistently  disregard  consumer 
preferences”  (166).  Here  is  a  real  issue;  if  the  market  does  not  work, 
don’t  use  it,  proxided  it  is  possible  to  improx'e  on  its  perfonnance.  It  is 
not  resolxed. 

4'he  oxerall  poliev  conclusion  that  countries  need  to  xvork  out  inter¬ 
national  machinery  for  polieing  the  MNC  and  resolx'ing  national  con- 
llicts  concerning  them  again  is  not  unfamiliar.  I  should  hax’e  liked  to  see 
it  coupled  xvith  a  xvaniing  that  xvhen  there  is  no  meeting  of  minds,  as  I 
doubt  there  is  at  the  present  time  betxveen  dexeloped  and  dex’eloping 
countries,  it  may  be  better  to  go  xvithout  agreements  and  machinery. 

Wnion  has  no  proposals  beyond  consultation  for  the  thorny  problem 
of  allocating  the  income  of  MNCs  to  national  jurisdictions  for  the  pur¬ 
poses  of  taxation.  On  an  issue  of  research,  rather  than  policy,  he  ex- 
pre.sses  the  opinion  that  exchange-rates  affect  the  timing  rather  than  the 
amounts  of  foreign  direct  investment  (69-70),  but  the  (lata  collected  by 
the  Harvard  Multinational  Enterprise  Project  are  not  used  to  illuminate 
the  (juestion.  These  data  are  .set  forth  in  nine  tables,  lacking  a  list  in  the 
table  of  contents,  full  statements  of  definitions  and  concepts,  and  statis¬ 
tical  tests  of  significance.  They  do  not  .seem  central  to  the  analysis. 

The  bibliography  on  the  multinational  corporation  by  Helga  Hemes 
is  a  straightforxvard  product,  very  xvell  done.  Folloxving  a  sensible  intro- 
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(luction,  there  arc  three  lists  dealing  with  the  MNC  as  a  Large  Organiza¬ 
tion,  the  MXC  and  the  State,  and  the  MNC  in  the  International  System. 

I  doubt  that  much  more  than  half  of  the  far-ranging  sources  eited  by 
X'enion  in  Storm  over  Multimtionah  are  noted.  A  casual  comparison  of 
two  pages  of  \'ernon’s  footnotes  shows  it  is  not.  The  fact  that  Hemes’ 
bibliography  is  valuable  in  dealing  with  the  eentral  issues,  however,  is 
borne  out  in  many  ways,  not  least  by  the  fact  that  Vernon’s  name  appears 
in  the  index  18  times,  ahead  of  all  the  competition. 

o  o  o 

200  YEARS  OF  AMERICAN  BUSINESS.  By  Thomas  C.  Cochran. 
New  York,  Basic  Books,  Inc.,  1977.  Pp.  xiv  -f  288.  $13.95. 

Reviewed  by  Harold  F.  Williamson 
Professor  of  Economics  Emeritus 
Northwestern  University 

In  contrast  to  the  primary  concern  of  economic  history  with  produc¬ 
tion  and  transportation,  busine.ss  history,  according  to  Professor  Thomas 
('.  CJochran,  is  chiefly  concerned  with  how  policy  decisions  of  entrepre¬ 
neurs,  the  organic  structure  of  business  enterprise,  and  methods  of  mar¬ 
keting  shape  the  economy  and  affect  its  growth  and  development.  He 
notes  that  the  problems  faeed  by  businessmen  .stem  basically  from  the 
acti\ities  of  buying,  processing,  and  selling.  Each  presents  challenges 
that  differ  both  in  tvpe  and  complexity.  Buying,  for  example,  the  major 
concern  of  businessmen  during  the  early  stages  of  industrialization,  is  a 
n'lati\i‘ly  understandable  matter  of  judging  (juahty,  price,  and  possible 
supplv.  Processing  problems,  characteristic  of  more  advanced  economies, 
are  somewhat  more  complex.  Depending  on  the  type  of  business,  they 
mav  iiiNobe  the  mastering  of  a  new  scientific  theory,  the  initiation  of  an 
impro\ fd  technologv,  or  the  better  utilization  of  well  known  routines.  It 
is  the  solution  of  the  selling  or  marketing  problems,  associated  with  the 
most  ad\anced  economies,  that  necessitates  ventures  into  the  realms  of 
the  truly  unprt'dietable,  where  unknowns  can  defeat  the  best  laid  plans 
as,  for  example,  markets  become  glutted,  sales  campaigns  fail,  or  the 
physical  tlistribution  of  goods  and  scrxices  prove  inefficient.  Professor 
C'oehran  <juestions  the  validity  of  the  generally  accepted,  classical 
approach,  which  r-xplains  the  changes  in  business  operations  since  tbe  In¬ 
dustrial  Rexolulion  primarily  in  tenns  of  responses  to  advances  ip  tech¬ 
nology.  H(‘  suggests  that  a  greater  understanding  may  come  from  revers¬ 
ing  this  traditional  approach  of  focusing  on  technology,  and  instead, 
si'cing  technical  advances  as  resulting  from  the  demands  of  individuals 
motivated  by  new  elements  in  the  business-political-social  system. 

Tsing  this  approach  the  author  has  produced  an  exceptionally  well 
written  account  of  how  social  customs,  values,  and  types  of  goveniment 
ha\e  influenced  or  detennined  the  fonns  of  business  organizations  and 
how  they  ha\e  operated  in  America  —  compared  with  Great  Britain, 
France,  Germany,  and  Japan  —  over  the  past  200  years.  He  has,  in  .short, 
succi'cded  admirably  in  achieving  his  goal  of  outlining  “what  may  prop¬ 
erly  constitute  the  field  of  business  history  as  distinct  from  economic  or 
labor  hi.storx'.” 

o  o  o 
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INFORMAL  ENTENTE:  THE  PRIVATE  STRUCTURE  OF  CO¬ 
OPERATION  IN  ANGLO-AMERICAN  ECONOMIC  DIPLOMACY, 
1918-1928.  By  Michael  J.  Hogan.  Columbia,  University  of  Missouri 
Press,  1977.  Pp.  viii  ~  254.  $12.50. 

Reviewed  by  Stephen  A.  Schuker 
Visiting  Associate  Professor  of  History 
Brandeis  University 

The  notion  that  Great  Britain  and  America  had  long  cooperated  to 
solve  international  problems  is  one  of  the  most  durable  myths  to  come 
out  of  World  War  II.  Those  who  have  consulted  the  files  at  the  Public 
Record  Office  know  how  little  the  idea  of  hands-across-the-sea  appealed 
to  official  London  in  the  192()s.  The  decade  opcjied  with  the  prime  min¬ 
ister  telling  the  Committee  of  Imperial  Defence  that  the  “bellicose  atti¬ 
tude”  of  the  United  States  might  drive  C^reat  Britain  into  a  defensive 
alliance  with  Japan;  it  closed  with  the  head  of  the  Foreign  Office  Amer¬ 
ican  Department  observing  that  war  between  the  two  c-otmtries  was 
“not  unthinkable.”  The  two  great  English-speaking  democracies  clashed 
particularly  in  the  economic  sphere.  British  statesmen  could  neither 
adjust  to  nor  easily  forgive  the  financial  and  commercial  stipremacy  that 
the  United  States  had  secured  through  the  fortunes  of  war.  The  C’ahinet 
repeatedly  concerned  itself  with  schemes  to  recover  Ihitain’s  lost  posi¬ 
tion,  to  obtain  war  debt  cancellation,  and  to  throw  the  burden  of  postwar 
adjustment  on  the  American  investor  and  taxpayer. 

Michael  Hogan  neverthele.ss  claims  to  discern  an  “imjiortant  pattern  of 
cooperation  and  compromise”  emerging  in  Anglo-American  afiairs,  not 
only  in  cable,  radio,  and  petroleum  policy,  hut  —  during  the  middle  years 
of  the  decade  at  least  —  in  financial  and  c-ommercial  matters  as  well.  He 
sees  those  he  calls  “multinational  financial  e.\perts”  (by  whom  he  means 
international  hankers  in  New  York  and  London  and  some  sympathi'tic 
polie\inakers  and  publicists  in  Washington)  evolving  a  theory  of  cooper¬ 
ative  ca|)italism  for  regulating  the  world  ec-onomv.  He  portrays  these 
individuals  as  progenitors  of  a  sy.stem  of  inforniai  husiness-governinent 
eollahoration  for  handling  international  economic  problems  without  re¬ 
turning  to  unregulated  competition  or  resorting  alternatively  to  state 
management.  He  argues  that  the  common  efforts  of  hnsiness  and  public 
authorities  to  foster  rationali/.atiou  and  stahili/.ation  —  efforts  whose  ideol¬ 
ogy  and  practice  Louis  (ialamhos,  (hant  McC’onnell,  and  Ellis  W.  Hawley 
have  elucidated  for  the  American  domestic  economy  —  extended  also  to 
foreign  affairs.  He  expounds  this  theory  at  a  high  level  of  generality, 
and  perhaps  intentionally  so;  it  enables  him  to  lump  together  Secretary 
of  Commerce  Herbert  Hoover  and  those  on  Wall  Street  who  most 
freciuently  challenged  Hoover’s  vi(‘ws.  By  the  very  breadth  of  his  fornm- 
lation,  Hogan  manages  to  identify  a  set  of  assumptions  shared  by  policv- 
makers  and  businessmen  that  inffuenced  American  foreign  economic 
poliev  in  the  ".\ew  Era.” 

Yet  if  Hogan  makes  a  suggestive  contribution  to  the  intellectual  history 
of  American  foreign  policy,  he  is  less  successful  in  tracing  the  actual  evo¬ 
lution  of  .\nglo-Ameriean  economic  relations.  The  difficulty  stems  largely 
from  sketchy  research  in  British  .sources.  For  too  many  American  diplo¬ 
matic  historians,  archival  work  still  ends  at  the  water’s  edge.  Rather 
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tlian  explore  repositories  abroad  to  determine  what  polieies  foreij;n  offi¬ 
cials  and  business  leaders  pursued  toward  the  United  States,  they  prefer 
to  stay  at  home,  to  cite  William  Appleman  Williams  and  each  other, 
llo^an  clearly  recognizes  the  need  to  advance  beyond  the  prevailing 
parochialism;  he  emhelli.shes  his  footnotes  with  select  references  to  British 
Foreign  Office  files.  But  he  has  not  tarried  long  enough  in  London  to 
cxjuiprehend  the  main  thrust  of  Briti.sh  ijolicy.  He  invariably  portrays 
planners  in  Whitehall  as  true  believers  iii  an  entente  with  America  when 
in  many  ca.ses,  the  archives  suggest,  they  were  making  grudging  conces¬ 
sions  to  ec-onomic  necessity.  Moreover,  Hogan  has  everlooked  numerous 
standard  works  on  British  finance  and  dij)lomacy.  fie  writes  almnt  the 
return  to  gold  without  consulting  D.  E.  Moggridge,  about  the  end  of  the 
Japanese  alliance  without  mentioning  Ian  Nish,  about  Mesoiiotamian  oil 
without  referring  to  Marian  Kent,  and  alM)ut  reparations  and  war  debts 
without  citing  any  of  the  major  Irooks  on  the  subject.  Kre<inent  errors 
in  spelling  British  names  reinforce  the  impression  that  Hogan  is  not  (juite 
at  home  with  sources  from  overseas. 

The  most  valuable  sections  of  this  Inrok  chronicle  United  States  policy 
on  oil,  cables,  radio,  and  rubber.  Gihh  and  Knowlton,  John  De.Novo, 
and  Clerakl  Nash  have  previously  explored  the  beginnings  of  American 
involvement  in  Middle  Eastern  oil,  hut  Hogau  enlarges  on  their  findings 
and  adds  a  lively  account  of  the  debate  within  the  administration  over 
redefinition  of  the  “Open  Door.”  He  convincingly  explains  whv  the 
British  —  following  the  dictum,  “better  Americans  than  Bolsheviks”  — 
considered  it  expedient  to  reach  an  accommodation  in  Persia  and  .Mesopo¬ 
tamia  with  the  Jersey  Standard  group.  Few  earlier  historians  have  tackled 
th''  seeminglv  mnndane  hnt  important  international  c-onflicts  concerning 
cable  and  radio  regulation  and  allocation  of  scarce  raw  materials  such  as 
rubber.  In  these  areas  Hogan  breaks  new  gronnd,  paiiicnlarly  with  his 
fascinating  study  of  the  controversy  leading  to  the  formation  of  RCA 
and  the  development  of  radio  under  private  auspices. 

But  even  where  Hogan  has  doJie  his  most  resonrcehil  archival  work, 
he  places  the  resulting  data  within  a  <inestionahIe  interpretive  frame¬ 
work.  His  treatment  of  the  dispute  over  cable  facilities  in  Latin  America 
illustrates  the  point.  As  Joseph  Tulcliin  has  shown,  the  State  Department 
and  U.S.  military  services  pursued  a  consistent  strategic  objective  in  the 
southern  hemisphere  —  to  secure  an  exclusiveh -owned  system  that  would 
prevent  the  British  from  monitoring  .\merican  communications  as  they 
had  during  the  world  war.  The  conflict  came  to  focus  on  landing  rights 
in  the  .\zor(*s,  which  served  as  a  key  transmission  center  for  cable  traffic 
between  .South  .America  and  Europe.  The  British  I’oreign  Office  put 
pressure  on  Portugal  to  denv  licenses  to  American  cable  companies  until 
they  ivacht'd  agrec'int'ut  with  the  British-owiH*d  Eastern  group.  Evc'utu- 
ally  the  .American  companies  knnckic'd  nndc*r  and  struck  a  dc*al  that 
thwarted  thc*ir  own  governnu'nts  security  ohjc'ctivc's  (the  U.S.  minister 
to  Portugal  calk'd  thc'in  “pikers  .  .  .  unmoved  by  any  patriotic  consider¬ 
ations”).  Hogan  somc'how  managc's  to  c-ek'hrate  the  rc'snlt  as  an  c'xample 
of  .Anglo-.American  cooperation  at  the  private  Icvc'l.  In  his  own  inimitable 
prose:  "The  State  Department  followc'd  the  cooperative  thrust  of  private 
policy  and  combined  a  reciprocal  ahandonment  of  monopolies  with  a 
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readiness  to  accept  Anjilo-Ainerican  cooperation  in  luindling  United 
States-Sonth  America  traffic.” 

Despite  these  flaws  in  loj»ic  and  diction,  Ilo^an  performs  a  real  service 
by  showiiiff  in  some  detail  how,  in  the  iy2()s,  the  accommodation  took 
place  between  the  chief  ascendinf;  commercial  power  and  the  power  it 
was  rcplacinjf.  It  is  currently  fashionable  to  critici/e  American  foreign 
economic  policy  in  that  decade  from  two  diametrically  opposed  points  of 
view.  On  the  one  hand,  the  United  States  is  said  to  have  failed  to  oiler 
ec'onomic  and  financial  leadership.  It  did  not  maintain  a  market  for  dis¬ 
tress  ffootls;  it  did  not  provide  connler-cvclical  loans;  and  it  did  not  make 
domestic  sacrifices  to  support  world  litiniditv  in  a  crisis.  On  the  other 
hand,  America  is  faidted  for  rnthle.ss  hnsiness  expansion  at  the  hej'inninj' 
of  the  mniti-national  era.  I  Iowan’s  topical  survey  demonstrates  the  empti¬ 
ness  of  both  these  indictments.  He  is  ri^ht  to  contend  that  American 
hnsiiu'ss  leaders  generally  sought  international  cooperation  and  that  they 
acted  more  responsibly  in  world  economic  affairs  than  enrrent  historical 
orthodoxy  wonid  concede. 

c  0  e 

THE  BRITISH  INSURANCE  BUSINESS  1547-1970.  By  H.  A.  L. 
Cockerell  and  Edwin  Green.  London,  Heinemann  Educational  Books. 
Pp.  xiii  -I  142.  £5.00. 

Reviewed  by  Joseph  G.  Romans 
Retired  Senior  Vice  President 
Royal-Globe  Insurance  Companies,  N.Y. 

In  acknowledging  the  a.ssistance  given  them,  the  authors  state  that 
the  theme  of  their  hook  is  a  survey  of  the  insurance  hnsiness  archives, 
which  grew  out  of  an  idea  emanating  from  the  Uhartered  Insnranci*  In- 
stitnt(‘,  the  professional  education  arm  lor  the  insurance  hnsine.ss.  This 
organi/.ation  prescribes  studies,  oilers  opportunity  for  study  to  groups  at 
local  cha|)tr'r  locations,  cnconragcs  research  and  re\icw  of  timely  insur¬ 
ance  subjects,  and  conducts  examinations  leading  to  receipt  of  the  coveted 
designation  of  l-’cllow  of  the  (Jiartcred  Insurance  Institute  (C’.I.I.F.). 

The  insurance  hnsiness  in  Kngland  is  a  nni(|iie  industry  function,  as  it 
has  playc'd  such  an  important  part  in  the  industrial  d(‘vclopment  and 
growth  of  its  lar-finng  empire.  It  invariahlv  follows  that  the  hnsiness 
archive's  that  are  inextricably  tic'cl  to  the  history  of  the  c'lnpirc'  are  among 
the*  oldc'st  and  largest  eollc'ction  of  hnsinc'ss  rc'cords  in  (hc'at  Britain. 

The  hook  is  dividc'd  into  two  parts,  the*  first  being  a  very  hric'f  history 
of  each  of  the  major  lines  of  insurance:  marine,  fire,  life,  and  accident. 
Accidc'iit  Instirance  by  definition  in  Kngland  embrace's  what  we  in  the 
Ihiitc'cl  State's  gc'nerally  assign  to  casualty  and  liability  insurance's.  It  is 
a  more  rc'cent  de've'lopme'iit  in  Kngland,  in  contrast  to  the  e'stahlislu'd 
marine',  fire,  and  life  hranchc'S. 

It  would  sc'em  that  having  emharkc'd  on  the  rc'se'areh  of  the  archives, 
the  authors  fotinel  themselvc's  with  an  overahundance  of  historical  data, 
and  hc'cause  of  limitation  of  sjiace  allotted,  or  perhaps  by  design,  literally 
jamnu'd  it  all  into  the  relativc'ly  short  hook.  Camse'ejue'ntlv,  the  material 
is  very  sketch)'  indc'cel.  It  is  cert;unly  not  a  hook  to  he  read  for  an 
evening’s  plc'asure.  On  the  other  hand,  it  is  a  meticulous  catalogue  of 
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information  about  the  insurance  business  in  Great  Britain,  and  only  loses 
some  of  its  lustre  because  of  the  condensing  of  historical  data.  Thus,  the 
material  becomes  laborious  to  read  and  perhaps  more  difficult  to  retain. 

The  notes  at  the  end  of  each  major  section  of  Part  One  are  an  e.xcellent 
.source  of  additional  data  and  extremely  helpful  to  further  exploration. 
Etpially,  the  section  on  sources  for  further  readinji  should  be  noted  by 
those  interested  in  pursuing  this  historical  journey. 

Chapter  5,  “The  Financial  Framework  of  British  Insurance,”  is  notably 
interesting,  and  reading  it  is  almost  an  exciting  experience  as  it  traces 
.some  of  the  early  attempts  of  the  newlv  formed  companies  to  rai.se  cap¬ 
ital,  and  recites  background  records  of  the  failures,  amalgamation,  and 
mergers  of  various  important  insurance  companies  in  England.  Reference  to 
several  Acts  of  Parliament  and  enacted  laws  shows  clearly  the  favorable 
climate  created  for  growth  of  the  business  at  a  time  when  the  empire  was 
expanding  in  various  parts  of  the  world.  This  favorable  climate,  having 
its  origin  300  to  -lOO  years  ago,  continues  even  today,  although  the  rea¬ 
sons  for  its  existei  ce  may  be  dilferent.  Unfortunately,  the  authors  may 
have  passed  up  a  golden  opp)rtunity  to  expand  this  historical  data  since 
only  .scanty  information  is  given  c-oncerning  the  formation  of  insurance 
companies  by  local  wealthy  merchants  or  special  trarle  groups  who  were 
at  odds  with  the  then-existing  insurance  companies  over  coverages  and 
rate  levels. 

Part  Two  is  a  study  of  the  Insurance  Companies.  Arranged  in  alpha¬ 
betical  order  according  to  their  full  current  titles  ( 1972-1975)  or,  if 
defunct,  under  the  title  at  the  time  of  Ii(|uidation  or  amalgamation,  the 
history  and  records  of  some  300  British  companies  are  outlined.  Changes 
ill  ownership  and  purchases  of  other  companies  is  linked  into  the  abbre¬ 
viated  recDi'd.  The  source  and  location  of  the  material  gathered  for  this 
study  is  also  indicated.  All  in  all,  this  section  of  the  book  demonstrates 
the  d(‘dication  and  loyalty  of  the  authors  to  the  regimen  of  their  lalxuious 
uiidertakiiig,  which  will  be  helpful  as  .source  material  for  students  and 
researclu'is  in  the  future.  This  chapter  then  should  be  a  (juick  and  ready 
entry  into  the  history  of  prominent  Briti.sh  insurance  companies. 

.•Vdditionally,  other  sources  of  information  and  records  appear  in  Part 
Two,  .such  as  Marine  Insurance  I'nderwriters,  a  guide  to  risk  books,  and 
ill  Section  4  of  this  part,  a  guide  to  various  insurance  organi/ations  and 
related  Insurance  Institutes.  The  latter  .section  should  be  of  inestimable 
value  to  future  researchers  in  this  field  as  the  data  though  very  brief, 
<le.scribes  the  activities  of  the  Institutes  and  their  locations. 

Tilt*  Index  belies  the  prodigious  volume  of  information  contained  in 
the  book  since  it  hardlv  begins  to  tabulate  the  information.  However,  as 
mentioii<‘d  previously,  the  notes  at  the  end  of  each  major  section  are  sub- 
tantial  and  full. 

The  contents  of  this  Ixiok  were  developed  within  limited  and  pre¬ 
scribed  perimeters,  and  thus  its  message  is  parochial;  but  my  assessment 
is  that  it  is  a  good  .survey  of  major  divisions  of  the  Briti.sh  in.surance 
business.  By  their  own  admission,  the  three  years  prescribed  for  the 
writing  of  this  book  was  not  siillicient  time  to  re.search  more  recent  de¬ 
velopments  in  coverage,  such  as,  aviation,  and  perhaps  more  important, 
the  growth  of  the  Briti.sh  reinsurance  market,  which  provided  the  back¬ 
up  capital  for  the  fledgling  insurance  companies  starting  up  in  new 
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countries  as  well  as  enabling  existing  insurance  companies  in  other  parts 
of  the  world  to  underwrite  large  and  tinusual  risks  with  reinsurance  back¬ 
up  in  Lloyds  and  British  insurance  companies. 

One  has  to  read  only  a  few  pages  of  each  section  to  realize  that  the 
work  is  very  substantial;  and  if  I  may  inject  a  personal  note  regarding 
my  own  involvement  in  the  history  of  British  insurance  throughout  the 
years  of  association  with  a  prominent  British  company  doing  a  varied 
insurance  business  in  the  L'nited  States,  such  a  work  as  this  tinder  re¬ 
view  would  have  been  a  valuable  source  of  information  when  I  was 
writing  material  for  insurance  publications  and  in  my  affiliation  in  the 
instirance  business.  The  background  and  wealth  of  historical  data  con¬ 
tained  in  this  hook  literally  cries  out  for  future  expansion,  and  each  sec¬ 
tion  that  now  appears  in  such  abbreviated  form  could  and  should  bectime 
a  major  work  for  some  future  enterprising  re.searcher.  This  hook  is  not 
an  end  in  it.self;  it  is  only  a  beginning,  having  laid  a  sound  foundation  of 
historical  data  on  which  to  build  for  the  future. 

o  d  o 

BALANCE  OF  POWER  OR  HEGEMONY:  THE  INTERWAR 
MONETARY  SYSTEM.  Edited  by  Benjamin  M.  Rowland.  New  York, 
New  York  University  Press,  1976.  Pp.  xviii  -f-  266.  $10.95. 

Reviewed  by  Larry  Neal 
Associate  Professor  of  Economics 
University  of  Illinois,  Urbana-Champaign 

This  is  the  .second  hook  published  by  the  Lehrman  Institute,  a  private, 
nonprofit  operating  foundation  begun  in  1972.  A  preface  explains  that 
the  goals  of  the  Institute  are  to  encourage  interdisciplinarv  study  (history, 
politics,  and  economics)  and  to  csmtiihute  to  “nonpartisan  debate  on  con¬ 
temporary  policy  issues”  (ii).  The  central  policy  issue  addressed  here  is 
whether  a  leader  of  the  world  economy  is  needed  to  resolve  the  present, 
continuing  crisis  of  the  world  monetary  order.  The  central  tendency  of 
the  essays  is  to  reply  in  the  negative  and  to  assert  the  advantages  of 
achieving  balance  of  power  among  a  few  blocs  that  are  competitive  polit¬ 
ically  hut  cooperative  economically. 

The  essa\s  are  CDiitrihiited  by  an  appar(*ntly  closely-knit  group  of 
scholars.  Both  Harold  van  B.  Cleveland,  “The  International  .Monetary 
System  in  the  Interwar  Period”,  and  W.  II.  Bruce  Brittain,  “The  Rele¬ 
vance  of  Political  Leadership  to  Economic  Order:  Evidence  from  the 
Interwar  Period,”  are  with  the  Economics  Department  of  the  I^irst 
National  City  Bank;  Judith  L.  Kooker,  “French  Financial  Diplomacy: 
The  Interwar  Years,”  and  Benjamin  M.  Rowland,  “Preparing  the  Amer¬ 
ican  Ascendancy:  The  Transfer  of  Economic  Power  from  Ihitain  to  the 
United  States,  1933-1944,”  both  receive*el  their  Ph.D.’s  in  European 
Studies  at  The  Johns  Hopkins  School  of  Advancc'd  Inte*rnational  Stuelie*s. 
I’inally,  Robert  J.  A.  Skidelsky,  “Retreat  from  Leadership:  The  Evolution 
of  British  Economic  Foreign  Economic  Policy,  1870-1939,”  and  David 
Called),  “The  Historiography  of  the  Interwar  Period:  Re*considerations,” 
are  both  Professors  of  European  Studies  at  The  Johns  Hopkins  School  of 
Advancc'd  International  Studies. 

Congc'iiital  defects  from  excessive  inhrec'ding  may  arise  in  later  Ixioks 
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from  the  Lehrman  Institute  if  this  practice  continues,  but  they  are  not 
apparent  here.  This  is  a  surprisingly  cxiherent  and  cogent  collection  of 
interrelated  essays.  Each  explores  an  aspect  of  the  important  theme  that 
a  hegemonic  s\stem  of  international  finance  is  not  necessarily  superior  to 
one  characterized  by  a  balance  of  power.  The  pre-1914  gold  standard  is 
characterized  as  a  hegemonic  system,  as  is  the  Hretton  Woods  system 
from  1944  to  1971.  Since  the  functioning  of  the  international  economy 
in  l)oth  periods  was  clearly  much  superior  to  that  in  1919-19.39,  when 
(heat  Britain  could  not,  and  the  United  States  would  not,  act  as  hege¬ 
mon,  the  authors  have  set  themselves  collectively  a  very  difficult  task. 

The  task  is  divided  into  manageable  chunks.  The  essays  by  Kooker 
and  Skidelsky  are  rather  more  sympathetic  to  French  policies  liefore 
19.36  and  less  to  British  |iolicies  after  19.31  than  is  fashionable  nowadays. 
Kooker  explains  the  French  iwsition  in  rational  terms  from  a  political 
viewijoint  without  lapsing  into  Anglophobia  or  gold  standard  mythology. 
Skidelsky  criticizes  Britain’s  obsession  for  special  arrangements  with  the 
remnants  of  the  Empire,  epitomized  by  the  Ottawa  Agreements  of  19.32. 
Rowland,  on  the  other  hand,  suggests  that  much  of  Britain’s  ineptnc.ss  in 
the  19.3()s  was  the  result  of  .American  determination  to  remove  the  ix)ten- 
tial  of  a  British  challenge  to  the  emerging  hegemony  of  the  U.S.  Cleve¬ 
land's  opening  e.ssay  concludes  that  hegemonies  have  operated  lu'st,  but 
speculates  they  mav  also  be  inberently  impermanent.  The  reason,  funda¬ 
mentally,  lies  in  the  limited  resources  ultimately  available  to  the  hegemon 
as  it  pursues  lM>th  {lolitical  goals  of  domination  and  economic  goals  of 
opulence.  lie  Iwlieves  the  Tripartite  Monetary  Agreement  worked  well, 
if  briefly,  from  19.36  to  1939,  and  suggests  that  it  is  an  appropriate  model 
for  a  pluralistic  svstem  capable  of  resolving  the  systemic  crisis  of  the 
197()s.  Evidence*  in  supijort  of  this  thesis  is  oflereel  in  Brittain’s  es.say. 
Ihifortunately,  the  essay  is  more  technical  than  the  others,  making  it  less 
accessible  to  most  readers.  For  tin*  technically-minded,  it  has  too  many 
typographical  errors  and  too  few  explanatory  notes  to  resolve  the  result¬ 
ing  confusion. 

All  in  all,  the  essays  are  provocative  and  often  persuasive.  They  may 
well  c-outribute  to  a  major  revision  of  the  economic  and  financial  history 
of  the  interwar  period.  The  historical  research  necessary  to  validate  or 
to  elaborate  the  various  c*onjectures  is  not  attempted,  however.  There  is 
no  treatment  of  the  (•erinan  experiments  in  various  international  mon¬ 
etary  devices.  This  omission  is  particularly  troublesome  since  (Germany 
was  the  most  innovative  nation  in  the  interwar  period  and,  arguably,  one 
of  the  mo.st  succe.s.sful.  W  hile  all  the  authors  agree  that  nations  must 
come  to  terms  with  the  trade-off  between  the  exerci.se  of  political  power 
and  the  piirsuit  of  wealth,  none  deals  with  the  economic  co.sts  of  the 
political  losses  that  may  be  unacceptable  but  that  may  be  nece.s.sary  to 
achieve  a  well-performing  international  monetary  .system.  The  economic 
workability  of  the  Tripartite  Agreement  during  the  very  years  that  Nazi 
militarism  became  rampant  gives  small  solace  to  readers  concerned  about 
the  implications  of  present-day  economic  pluralism  in  the  We.st  and 
rising  Soviet  military  strength.  If  the  Lehrman  Institute  can  contribute 
to  the  resolution  of  these  further  issues,  professional  historians  as  well  as 
cx)ntemporary  policy-makers  will  l)e  greatly  indebted. 

O  O  0 
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SCIENCE  AND  CEREMONY.  THE  INSTITUTIONAL  ECONOM¬ 
ICS  OF  C.  E.  AYRES.  Edited  by  William  Breit  and  William  Patton 
Culbertson,  Jr.  Austin,  University  of  Texas  Press,  1976.  Pp.  xviii  4- 
210.  $14.95. 

Reviewed  by  Alfred  S.  Eichner 
Professor  of  Economics 
SUNY  at  Purchase 

Festschrifts,  memoirs,  and  similar  collections  seldom  work  out  to  he 
more  than  a  kind  fiesture  to  the  subject’s  vanity.  This  hook  is  an 
exception. 

Followinj'  Kenneth  Calhraith’s  introduction,  which  could  well  take  the 
place  of  this  review,  and  an  excinisitcly  done  hiojjraphical  sketch  hy  the 
co-editors,  the  hook  immediately  reveals  its  .serious  intention  with  a  series 
of  critical  assessments  of  Ayres’s  contrihntion  to  economics.  As  Calhraith 
points  out,  “The  essays  in  this  volume  are  not  meant  as  a  monnnient  to 
Ayres.  They  are  meant  to  tell  ns  what  he  thonj'ht  and  what  he  did.  ” 

Ayres  is  best  known  for  his  hook.  The  Thconj  of  Economic  Progress, 
which  picked  up  certain  of  the  technological  themes  in  \’ehlen’s  work  to 
produce  a  highly  original  conception  of  societal  development  and  mark 
its  aiithor  as  one  of  the  key  figures  among  institutionalists,  the  only 
native  American  school  of  economics.  A.  \V.  Coats,  in  “An  Interim  Assess¬ 
ment,”  places  this  as  well  as  the  larger  body  of  Ayres’s  writings  in  context, 
pointing  out  that  Ayres  gradually  evolved  from  a  detached  comineutator 
on  institutionalism  before  1940  to  one  of  its  principal  spokesmen  hy  1950. 
In  chronicling  the  evolution  of  Ayre.s’s  thought,  floats  is  .sympathetic  yet 
unrelenting  in  his  judgments.  “Ayres’s  relationship  to  the  mainstream  of 
American  economics,”  Croats  writes,  “was  alwa\s  that  of  an  outsider,  a 
marginal  man,  a  philosophical  critic  rather  than  a  practicing  ec-ono- 
mist.  .  .  .  Despite  widespread  and  highly  miscellaneous  dissatisfaction 
with  economic  orthodoxy,  there  is  as  yet  very  little  evidence  of  interest 
in  the  core  of  Ayres’s  system  —  the  instrumental  |or  techuical]  theory  of 
value.  .  .  .  Thus,  as  a  system  builder,  it  appears  that  Ayres  has  earned 
few  literal  disciples,  and  his  general  theory  has  not  as  yet  been  fruitful 
in  the  sense  that  others  have  tried  to  follow  his  example  and  elaborate 
his  central  issues.”  Much  as  institutionalists  like  this  reviewer  would 
have  it  otherwise,  we  must  recogni/.e  the  truth  in  Coats’s  assessment. 

In  “Avres  on  the  Industrial  Revolution,”  R.  .M.  Hartwell  offers  a  judg¬ 
ment  as  to  why  Ayre.s’s  work  has  had  little  impact  on  economic  history 
and  even  on  the  theory  of  economic  development.  Hartwell  recognizes 
the  virtues  of  Ayre.s’s  approach.  “It  does  highlight  a  continuing  char¬ 
acteristic  of  human  .societies  —  technological  change  —  and  it  emphasizes 
the  cumulative  character  of  technological  change.  ”  It  is,  moreover,  long- 
tenn  in  its  perspective,  covering  the  whole  of  human  history.  Still,  the 
theory  has  .serious  disadvantages.  First  of  all,  it  makes  man  and  his  in¬ 
stitutions  appear  as  the  main  obstacle  to  progress  —  at  best  only  a  half 
truth.  This  is  a  point  of  criticism  picked  up  hy  Herbert  Frankel  in  the 
following  essay,  “Clarentx'  Ayres  and  the  Roots  of  Economic  Progress.” 
Secondly,  Ayres’s  approach  ignores  the  other  factors  besides  technology 
making  for  change,  a  point  elaborated  on  suhseciuently  hy  Spengler  in 
“Limits  to  Growth;  Riospheric  or  Institutional?”  Rut  most  of  all,  says 
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Hartwell,  Ayres’s  theory  lacks  precision  and  explanatory  power.  “Ayres 
conld  not  explain  spurts  and  lajis  in  progress,  revolutions  aiid  stagnations, 
dillerences  in  performance  between  societies.  .  .  .” 

l.solating  these  critical  jndginents  from  the  more  general,  appreciative 
comments  among  which  they  appear  may  make  them  harsher  than  was 
intended.  Even  .so,  taking  these  judgments  as  fair  ones  —  as  I  think  they 
ought  to  he  —  the>  nonetheless  ignore  perhaps  the  more  important  point. 
After  all,  Ayres,  because  of  his  well  known  antipathy  to  the  axiomatic 
economics  that  prc'vailed  (hiring  his  day,  conld  not  count  on  an  appoint¬ 
ment  to  one  of  the  half  dozen  or  more  most  prc'stigions  graduate  depart- 
nu'iits.  ft  was  a  tribute  to  his  powers  as  a  teacher,  vouched  for  by  Marion 
Levy  in  his  c'ssay,  “(darence  K.  Ayrc's  as  a  I’niversity  TeachcM,”  that  not 
only  did  a  nnmher  of  .Acres’s  stndc'iifs  go  on  to  hc'come  well  known 
academicians,  hnt  also  he  almost  single-handedly  founded  the  “Te.xas 
school  of  economics.’’  The  interesting  ({nestion,  thcMi,  is  what  would 
have  been  the  impact  on  economies  if  Ayrc's  had  been  placed  in  a  more 
.strategic  position  from  which  to  influence  the  newt  generation  of  graduate 
students  and  scholars  —  if,  for  example*,  it  had  been  Ayres  and  not 
.Schumpeter  who  ohtainc'd  the  chair  at  Harvard  from  which  emanated 
the  paradigms  in  business  historv  and  economic  developnu'iit  that  would 
rule  the  academic  world  in  the  lO.iOs  and  IfKiOs. 

The  basis  for  judging  the  life’s  work  of  a  major  figure  in  c'conoinies  is 
not  whether  his  theoretical  system  is  lu*yond  criticism.  To  a  snccec'ding 
generation,  the  work  will  almost  invariably  appear  nnderdevelopc'd  and 
inade(|nate.  Rather  the  |)oint  is  whether  the  thc'oretical  system,  incom¬ 
plete  as  it  may  he.  pushes  the  discipline  on  to  productive  line's  of  inciniry 
without  closing  off  others.  Here  is  where  the  eomparison  with  .Schnm- 
peter  is  revealing,  he  being  only  the  most  ontstanding  of  Ayrc's’s  contem¬ 
poraries  relative  to  his  strategic  position  within  comparable  fields.  Would 
economists  he  less  fnrthc'r  along  in  understanding  the  juocess  of  develop¬ 
ment  if  their  research  had  been  guided  by  Ayrc's’s  emphasis  on  technol¬ 
ogy  rather  than  Schnmpeter’s  emphasis  on  entrc'prenenrship?  And  would 
we  in  this  country  still  he  so  far  from  absorbing  the  critical  message  of 
The  Gnwral  Tluonj  if  it  were  Ayres,  with  his  greater  s>nipathy  for 
Keynes’s  theories,  who  had  been  the  doNcn  at  Harvard?  We  can  only 
.speculate  on  thc'se  matters.  Still,  thc'ie  is  the  evidence  from  the  hook. 

For  example*,  Walter  Rostow’s  essay,  “Tc'chnology  and  the  Price  Sys¬ 
tem,”  which  is  a  brilliant  extension  of  Ayres’s  work,  might  have  hc'C'n 
written  sooner,  to  the  benefit  of  all  discussion  on  the  subject.  From 
Alfred  Clhalk’s  essav,  “Axrc's’s  A’ic'ws  on  Moral  Relativism,”  one  can  .sur¬ 
mise  that  there  might  have  been  a  more  honest  recognition  of  the  values 
underlying  economic  analysis.  And  from  James  Ruchanan’s  c'.s.say,  “Meth¬ 
ods  and  Morals  in  Feonomics,”  it  seems  reasonable  to  conclude  that  the 
sources  of  markc't  failure  might  have  hc'en  systematically  explored  at  au 
earlier  date. 

Of  course,  there  are  good  institutional  reasons  why  A\  res,  with  his  well 
known  views,  was  not  more  strategically  placed,  that  is,  made  a  professor 
at  (»>ie  of  the  three  or  four  leading  universities  of  his  day.  And  if,  by 
some  fluke,  this  had  nonethele.ss  happened,  he  would  most  probably,  if 
A’eblcn’s  anaKsis  is  correct,  have  simply  become  another  conventional 
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economist.  That,  as  tlie  essays  in  tliis  hook  indicate,  would  have  been 
the  greatest  loss  of  all  to  economics. 

W'illiam  Hreit  and  William  Culbertson,  in  producing  this  book,  have 
pointed  out  the  only  (rue  way  to  honor  a  scholar,  and  that  is  by  taking 
liis  ideas  .seriouslv.  They  have  also,  it  should  be  noted,  performed  a 
masterful  editing  jol). 

o  o  o 

THE  RISE  OF  THE  CORPORATE  ECONOMY:  THE  BRITISH 
EXPERIENCE.  By  Leslie  Hannah.  Baltimore,  The  Johns  Hopkins 
University  Press,  1976.  Pp.  xii  +  243.  $15.00. 

Reviewed  by  Peter  L.  Payne 
Professor  of  Economic  History 
University  of  Aberdeen 

During  the  conrsc  of  the  present  century  “British  industry  has  wilnc.s.scd 
a  transformation  from  a  disaggregated  structure  of  predominantly  small, 
competing  firii’.s  to  a  concentrated  strncture  dominated  hv  large,  and  often 
n.onopolistic,  corporations”  (1).  In  this  fine  study,  Leslie  Hannah  pro¬ 
vides  a  prr*cisc  account  of  the  dimensions  of  this  change  and  why  and 
how  it  has  taken  place.  To  achieve  this  purpose  the  author  has  syntUe- 
si  'cd  a  \  ast  and  scattered  literature  on  the  history  and  economics  of  the 
firm  and,  where  appropriate,  has  filled  out  the  resulting  picture  with  the 
fruits  of  an  investigation  into  numerous  business  records  in  private  hands 
and  (he  Hoard  of  Trade  papers  in  the  rnblic  Record  Office.  The  re.sult 
IS  an  exceptionally  valuable  contribution  to  what  Profe.s.sor  Alfred  D. 
(Chandler  — in  a  helptul  Foreword  to  the  book  —  has  called  institutional 
economic  history  (i\).  Readable  and  convincing,  the  fascinatitm  of  this 
stud\  owes  mnch  to  its  rare  and  elegant  blend  of  well-researched  histor¬ 
ical  narrative  and  ellcctive,  yet  unobtrusive,  economic  analysis.  It  prom¬ 
ises  to  become  the  standard  work  on  this  important  subject. 

At  the  heart  of  (he  hook  is  Hannah’s  analy.sis  of  the  statistics  of  merger 
activity  and  industrial  concentration  in  the  Ihiitcd  Kingdom  during  the 
twentieth  century:  an  analysis  that  partially  draws  on  a  study  that  he 
and  |('hn  Kay  ha\e  recently  completed  and  that  is  aliout  to  be  publishetl. 
This  reveals  that  the  crucial  periods  in  the  formation  of  the  modern  cor¬ 
porate  s\slcm  in  Hrilain  were  the  two  decades  of  the  1920s  and  the 
190()s.  The  great  merger  waves  that  occurred  then  are  ascribed  to  efforts 
to  achieve  a  whole  range  of  scale  economies  and  by  the  pressing  need  to 
solve  the  prohlcm  of  e.xcess  capacity,  much  of  it  generated  during  or 
immediately  following  World  W^ir  I.  Furthermore,  the  ability  of  the  in¬ 
dustrial  firm  (and  it  should  be  emphasi/ed  that  Hannah  confines  himself 
to  manufacturing  industr\ )  to  grow  was  greatly  enhanced  by  a  series  of 
organi/ational  developments  and  technical  advances  (e.g.,  the  telephone: 
“perhaps  the  most  important  new  instrument  of  communication  to  becxime 
available  to  managers”  [SO])  that  pushed  back  the  managerial  limits  Iroth 
to  the  absolute  .size  and  to  the  rate  of  growth  of  the  firm.  In  the  1960s, 
similar  forces  were  at  work,  but  they  were  reinforced  by  political  changes 
and  by  government  policies  toward  industry,  by  the  intensification  of 
competitive  pressures  and,  by  American  standards,  the  belated  demi.se  of 
concentrated,  often  family-linked,  patterns  of  company  ownership. 
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Such  a  brief  summary  cannot  do  justice  to  the  richness  of  this  book. 
Of  the  reasons  for,  and  cxmsequences  of,  the  growth  “of  giant  companies” 

—  to  use  an  expression  first  employed  in  Great  Britain  by  Alfred  Marshall 

—  much  has  been  written  by  the  participants  themselves,  by  the  often 
surprisingly  penetrating  contributions  to  The  Economist  and  to  txmtem- 
porary  trade  and  investment  journals,  and  by  witnesses  before  official  in- 
(juiries  (some  of  whose  evidence  has  never  previously  been  employed  by 
either  economists  or  economic  historians).  Where  Hannah  breaks  new 
ground  is  in  his  explicit  examination  of  the  role  in  all  this  of  government 
agencies,  developments  in  the  stock  market  and,  of  especial  interest, 
changes  in  business  organization  and  managerial  techni(iues.  To  Amer¬ 
ican  readers,  weaned  on  Chandler’s  Siratcfiy  and  Structure,  much  of  what 
took  place,  and  much  of  what  failed  to  take  place,  will  have  a  familiar 
ring,  in  a  sen.se,  Hannah  has  examined  the  Briti.sh  economy  in  the  light 
of  Chandler’s  pioneering  work.  It  is  now  up  to  others  to  illustrate  the 
story  more  fully  and  to  make  further  international  compari.sons.  Indeed, 
much  detailed  work  is  alreadv  underway,  some  of  it  being  repre.sented  in 
what  might  u.sebilly  be  regarded  as  a  companion  volume,  edited  by 
Leslie  Hannah,  Manaficmcnt  Stratcfiy  and  Business  Development  (Lon¬ 
don,  Macmillan,  1976).  Perhaps,  too,  1  might  draw  the  attention  of 
readers  of  this  journal  to  the  study  by  S.  J.  Prais,  The  Evolution  of  Giant 
Finns  in  Britain  (Cambridge,  England,  Cambridge  University  Press, 
1976).  At  one  time,  the  British  in  this,  as  in  .so  many  ecsmomic  and  aca¬ 
demic  matters,  were  lamentably  slow  in  “catching  up”  with  their  trans¬ 
atlantic  counterparts.  It  might  be  said  that  now  we  have  not  all  that  far 
to  go. 

•  O  • 

ECONOMY  OF  EUROPE  IN  AN  AGE  OF  CRISIS,  1600-1750.  By 
Jan  de  Vries.  New  York.  Cambridge  University  Press,  1976.  Pp.  xi  + 
284.  $13.95,  cloth;  $4.95,  paper. 

Reviewed  by  Christopher  R.  Friedrichs 
Assistant  Professor  of  History 
University  of  British  Columbia 

The  years  1500  to  1750  —  the  period  between  the  Middle  Ages  and  the 
Industrial  Revolution  —  are  generally  regarded  as  a  single  phase  of  Euro¬ 
pean  ec»)nomic  history,  especially  when  it  comes  to  writing  textlxxrks. 
One  need  look  no  further  than  the  Camhridfie  Economic  History  of 
Eurove  or  the  more  recent  Fontana  Economic  History  to  see  that  this  is 
so.  Thus,  one  is  surprised  to  find  an  introductory  text  on  early  modem 
economic  history  that  confines  its  attention  exclusively  to  the  second 
half  of  this  period. 

It  is  a  welcome  surprise,  however.  For  Jan  de  Vries,  an  economic  hi.s- 
torian  at  Berkeley,  has  not  only  produced  a  concise  and  clearly-written 
volume  with  the  kind  of  coherent  structure  inevitably  lacking  in  multi- 
authored  histories;  he  has  also  made  a  thoroughly  convincing  case  foi 
dealing  with  the  period  1600-1750  as  a  distinct  unit  of  European  eex)- 
nomic  history. 

The  sixteenth  century  was  an  age  of  demographic  growth,  price  infla¬ 
tion,  and  general  economic  expansion.  The  mid-eighteenth  century  on- 
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ward  was,  of  course,  an  a^e  of  explosive  economic  growth  associated  with 
the  Industrial  Revolution.  During  the  century  and  a  half  hetxveen  these 
two  epochs,  however,  the  rate  of  population  growth  was  reduced  while 
industrial  output,  the  volume  of  trade,  and  prices  all  levelled  off.  It  was, 
in  short,  a  period  of  economic  contraction. 

To  Professor  dc  Vries  it  was,  in  fact,  an  “age  of  crisis.”  Yet  “crisis”  is 
not  eciuated  with  stagnation;  rather,  this  period  is  perceived  as  one  that 
posed  grave  economic  challenges  to  the  various  nations  and  .social  groups 
of  Europe.  The  economies  of  some  countries,  notably  tho.se  of  the  Med¬ 
iterranean  basin,  succumhed  helplessly  to  these  challenges.  Others,  how¬ 
ever —especially  England  and  the  Dutch  Republic  —  not  only  rose  to  the 
occasion  hut  actually  exploited  the  changed  economic  climate  to  improve 
their  competitive  position  within  the  overall  European  econom\’.  The 
dramatic  redistribution  of  economic  strength  from  southern  to  north¬ 
western  Europe,  which  occurred  largelv  as  a  result  of  the.se  dillering 
respon.ses,  is  one  of  the  major  themes  of  de  \Tie.s’  hook. 

An  etiually  important  theme  involves  internal  changes  in  the  economies 
of  many  European  countries:  the  growth  of  the  market  sector,  the  spread 
of  the  pntting-out  system,  and  the  steady  increase  of  agricultural  and 
industrial  spcciali/ation.  All  of  the.se  changes  were  linked,  directly  or 
indiif'ctly,  to  the  general  economic  crisis  —  especially  to  the  drop  in  prices 
of  basic  foodstulls  and  the  corresponding  growth  in  demand  for  “luxury” 
f{)ods  and  manufactures. 

None  of  this  will  csmie  as  much  of  a  surprise  to  economic  historians  or 
to  specialists  in  early  modern  history.  Rut  historians  who  iippreciate  a 
lucid  and  sophisticated  exposition  of  familiar  material  may  appreciate 
this  book  (inite  as  heartilv  as  their  students  —  or  perhaps  even  more  so. 
De  Vries  is  scarcely  generous  with  anecdotes  and  examples,  and  his  lH)ok 
oilers  little  in  the  way  of  period  flavor,  hut  all  the  essentials  are  there.  The 
first  half  of  the  lH)ok  c'onceutrates  on  three  major  sectors  of  the  European 
ec'onomy:  agriculture,  industry,  and  long-distance  trade.  The  remaining 
chapters  examine  the  growth  of  regional  trade  (which,  as  a  whole,  the 
author  regards  as  more  important  than  overseas  trade);  the  expansion 
of  demand;  the  extent  and  forms  of  inve.stment;  and  the  economic  role  of 
governments.  To  his  obvious  expertise  in  economic  matters  the  author 
adds  an  impressive  familiarity  with  recent  work  in  social  history.  Of 
course,  informed  readers  will  find  .some  omissions  and  points  to  dispute. 
I,  for  one,  regret  that  de  \’ries  treats  the  putting-out  system  only  as  a 
rural  phenomenon,  ignoring  the  extent  to  which  the  same  form  of  iiuhi.s- 
trial  organization  made  headway  in  cities  during  this  period.  Others 
may  complain  that  (as  the  author  concedes)  central  and  eastern  Europe 
have  not  received  sulficitMit  emphasis.  Rut  the  price  of  c-ompression  is 
always  selection,  and  Professor  de  Vries  should  in  fact  be  commended 
for  scpieezing  most  of  what  is  important  about  150  vears  of  European 
economic  history  into  a  text  of  scarcely  250  pages. 

o  e  e 
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GROWTH  IN  AMERICA.  Edited  by  Chester  L.  Cooper.  Westport. 
Conn.,  Greenwood  Press,  1976.  Pp.  ix  +  262.  $15.00. 

Reviewed  by  Stuart  Bruchey 
Allan  Nevins  Professor  of 

American  Economic  History 
Columbia  University 

As  everylMxly  knows,  most  of  the  first  (inarter  centur\-  after  World 
War  II  were  \ears  of  rapid  j»rowtIi  in  the  \Vest,  and  during  these  years 
tlie  main  eoneern  of  eeonomie  theorists  in  university  (Irowth  Outers  and 
elsewhere  was  the  devising  of  e({nations  that  would  explain  growth  in 
the  past  and  specify  the  conditions  for  its  continuation  and  export  to  the 
developing  world.  I'\*w  (jnestioned  the  desiral)ilit\’  of  growth  as  a  .social 
value  and  fewer  still  sngg<‘sted  there  might  he  physical  or  other  limits  to 
it.  Then  in  the  late  HKiOs  came,  (piite  tmexpectedlv,  the  revolt  of  the 
.American  alllnent,  led  hy  tnrncd-olf  students  whose  surer  methods  of 
contrace])tion  induced  them  to  challenge  the  hypocrisy  of  their  parents  — 
who  had  indidged  premaritallv  themselves  while  feeling  c-ompclled  to 
warn  their  children  of  the  po.ssihle  consecinences  thereof.  Attack  on  the 
hypocrisy  of  parents  led  to  attack  on  institutions  and  values  as.sociated 
with  parents  —  success,  material  comfort,  the  work  ethic,  power,  organ¬ 
ization,  government,  hnsine.ss,  and  the  enterprises  deriving  from  them. 
There  is  a  linkage  between  sexual  freedom  and  opposition  to  the  war  in 
Vietnam  that  is  yet  to  he  explored.  And  to  opposition  to  majorities  op¬ 
pressing  blacks,  women,  homosexuals,  and  Indians.  And  to  opposition  to 
ec-onomic  growth  as  a  .social  value.  History  that  merely  describes  is 
merely  chronicle.  What  explains  the  suddenness  of  the  awareness  of  the 
exponential  pres.snre  of  population  upon  resources  that  informs  the  Club 
of  Home’s  IJinits  to  (.Irowlh?  Merelv  demographic  extrapolation?  Or  that 
in  combination  with  a  relative  ri.se  in  the  prices  of  food.stnffs,  sources  of 
energy,  and  raw  materials  in  the  world  economy  —  a  rise  that  has  yet  to 
establish  its  secular  character?  Or  these  in  cond)ination  with  still  other 
things?  The  (|n(‘stions  deserve  to  be  asked. 

Essayists  in  the  book  under  review  —  an  outgrowth  t)f  conferences  held 
at  the  prestigious  Woodrow  Wilson  International  Clenter  for  Scholars  — 
are  well  aware  of  the  historic  eminence  of  growth  in  the  American  value 
s\stem  and  of  challenge  to  that  eminence  in  the  HKiOs  and  197()s.  Re¬ 
grettably  they  do  not  probe  the  complex  sources  of  that  challenge,  or 
note  that  neither  the  developing  world  nor  underprivileged  groups  in 
American  society  joined  in  the  issuing  of  it.  Sidney  E.  Ahlstrom  traces 
“the  ecological  problem”  to  ramifying  roots  in  the  religions  of  the  West, 
Cdiarles  W.  Powers  analyzes  growth  as  an  .American  value  from  an  ethi- 
cist’s  point  of  view,  and  W.  \\\  Hostow,  in  an  otherwise  thoughtful  piece, 
mounts  his  description  of  recent  economic  change  upon  still  another 
stage,  “a  stage  I  call  the  search  for  (jualitv.”  While  “we  still  have  much 
to  learn  about  its  contours,”  evidently  it  comes  into  being  as  an  auto¬ 
matic  rcspon.se  to  allluence,  esp«‘cially  on  the  part  of  the  young. 

On  the  central  (piestion  of  whether  growth  should  be  abandoned  as  a 
social  goal  Ho.stow  has  more  interesting  things  to  say.  He  is  cautiou.sly 
optimistic  that  technology,  and  the  market,  abetted  by  governmental  snp- 
jx)rt  of  con.servation  measures,  will  permit  the  CNP  to  rise  “for  a  long 
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time  ahead”  in  an  environment  of  international  constraints  on  resource 
ntili/ation.  Henry  C.  W^dlicli  also  contributes  a  valuable  piece.  In  a 
sharply  defined  anahsis  of  economic  growth  in  America  he  argues  that 
“attempts  to  stop  it  will  turn  out  not  only  misguided  but  futile.”  The 
real  (luestion,  \V’allieh  believes,  is  “how  to  grow  safely.”  Although  a 
good  deal  more  pessimistically,  John  Holdrcn  concedes  the  possibility  of 
further  increases  in  well-being  in  an  intricate  analy.sis  of  the  “interactions 
of  resources  and  their  associated  technologies  with  each  other  and  in  the 
impact  of  the  entire  enterprise  on  the  non-technological  environment.” 
Iloldren’s  essay  is  extraordinarily  well-informed,  realistic,  and  pr'ieeptive. 

.\s  some  of  the  concerns  of  Rostow  aiul  Iloldren  illustrate,  many  of 
the  essayists  implicitly  define  the  problem  of  growth  l)oth  in  terms  of 
resonree  scarcity  and  ecological  impact.  Samuel  P.  Hays  insists  on  sep¬ 
arating  the  two.  Technology  can  clean  up  the  environment  but  it  cannot 
increase  the  supply  of  land,  air,  and  water.  Even  so,  it  may  he  suggested, 
what  happens  on  the  demand  side  is  ecinally  important.  As  several  essay¬ 
ists  <*.mphasi/e,  the  real  enemy  is  population  growth.  And  the  price  sys¬ 
tem  has  been  an  historically  reliable  guide  to  substitution  in  the  use  of 
resotirces  and  search  for  new  ones.  On  this  <ineslion,  as  Rostow  notes, 
an  economic  historian  “is,  instinctively,  an  optimist.” 

Xo  brief  review  can  do  justice  to  the  many  suggestive  essays  in  this 
lM)ok  —  to  Daniel  Aaron’s  reflections  on  growth  and  literature  in  America, 
to  John  Wilmerding’s  view  through  the  arts,  or  to  concluding  essa\s  by 
Robert  H.  Walker,  Franklin  A.  Long,  Artlmr  Kantrowit/,  and  C’ongre.ss- 
man  George  E.  Brown,  Jr.  on  growth  as  a  factor  in  America’s  future  — 
to  sav  notliing  of  the  thoughtful  epilogue  by  Cdiester  L.  Cooper.  To  be 
sure,  in  resting  as  it  centrally  does  on  the  Chib  of  Rome’s  first  pronoimw*- 
ments  on  the  ineluctable  limits  to  growth  rather  than  upon  its  subsecpient 
reconsideration  of  that  position,  the  hook  has  now  a  somewhat  lesser 
value  than  it  might  have  had.  Yet  Samuel  Hays’  perceplixe  remark  must 
also  he  kept  in  mind:  there  is  “a  persistence  to  the  insights  (of  Limits] 
that  has  remained  and  will  remain  for  a  long  time  to  come.” 

O  O  O 

THE  INTERNATIONAL  MONETARY  SYSTEM:  HISTORY,  IN- 
STITUTIONS,  ANALYSES.  By  Robert  J.  Carbaugh  and  Liang-Shing 
Fan.  Lawrence,  The  University  Press  of  Kansas,  1976.  Pp.  viii  +  168. 
$12.00. 

Reviewed  by  Alfred  E.  Eckes 
Associate  Professor  of  History 
Ohio  State  University 

In  this  short  volume,  Robert  J.  Carbaugh  and  Liang-Shing  Fan  offer  a 
theoretical  and  empirical  analysis  of  the  international  curreney  system’s 
strengths  and  weaknesses.  They  employ  many  graphical  examples  to 
explain  from  the  perspective  of  international  economics  such  problems  as 
balance-of-payments  adjustment,  liciuidity,  and  confidence. 

Rased  largely  on  secondary  materials,  this  account  does  not  include 
either  archival  research  or  interviews.  Interested  principally  in  technical 
monetary  issues,  the  authors  devote  little  attention  to  institutional  arrange- 

510  BUSINESS  HISTORY  REVIEW 


incuts,  siicli  as  tlic  International  Monetary  Knnd,  World  Hank  Croup,  or 
central-bank  cooperation. 

For  historians  the  aeeonnt  oilers  a  siieeinet  explanation  of  currency 
issues  and  recent  monetary  problems  at  the  textbook  level. 

0  o  o 

THE  ORIGINS  OF  BRITISH  INDUSTRIAL  RELATIONS:  THE 
NINETEENTH  CENTURY  EXPERIENCE.  By  Keith  Burgess. 
Totowa,  N.J.,  Rowman  &  Littlefield,  1975.  Pp.  xiii  -f-  331.  $19.50. 

Reviewed  by  Stanley  H.  Palmer 
Assistant  Professor  of  History 
University  of  Texas,  Arlington 

“The  onl\’  link  between  the  property  owners  as  hux'ers  of  labour  aud 
lh<*  propertyless  class  as  sellers  of  labour  is  the  exebanj'e  relationship  — 
the  cash  nexus.  .  .  .  The  obvious  disparity  between  the  buvers  and  .sellers 
of  labour  makes  eonlliet  inevitable.  Hut  the  survival  of  capitalist  society 
requires  a  solution  of  eonlliet,  wbieb  becomes  the  task  of  industrial  rela¬ 
tions"  (ii,  iv).  In  such  fashion  does  the  author.  Lecturer  in  Keonomic 
History  at  the  University  of  Clasnow,  begin  and  end  (304-306)  bis 
investigation  of  The  C)ri<>iiis  of  liiilisli  Industrial  Ri  lalions. 

l•'ortunately,  Keith  Hurgess  quickly  abandons  theoretical  speculations 
in  favor  of  detailed  factual  analysis  of  the  growth  of  trade  unionism  in 
four  key  industries:  engineering,  building,  eiial  mining,  and  cotton  tex¬ 
tiles.  F.aeb  forms  the  subject  of  an  extended  essay,  averaging  70  pages; 
the  essa\s  comprise  the  book’s  four  chapters.  Hurgess  has  eouducted 
primaiA’  researeb  in  eontemporar\’  trade  journals,  pamphlets,  and  Parlia¬ 
mentary  n'ports;  for  engineering  (whose  unions,  1730-1860,  be  .studied 
in  a  1070  Pb.l).  thesis.  University  of  Leeds),  he  has  also  eonsnlted  archi¬ 
val  records.  The  majority  of  Hurgess’  .sources  are  secondary,  being  mas¬ 
ters’  and  doctoral  theses,  books,  and  an  impressive  number  of  journal 
artiik's.  The  bibliography  (31.3-324)  and  the  detailed  index  are  both 
useful.  The  Hritish  publishers.  Groom  Helm,  whose  work  the  American 
firm  has  reprinted,  can  he  faulted  for  making  intermittent  blank  .spaces 
on  pages  do  the  work  of  chapter  sub-headings.  The  author  can  he  rep¬ 
rimanded  for  his  sub-title,  since  he  says  almost  nothing  alxiut  pre- 18.50 
developments. 

In  each  essay,  Hurgess'  style  is  at  once  narrative  and  analytical.  Dis¬ 
cussion  of  trade  nnion  development  invariably  follows  an  c.xposition  of 
economic  trends  in  the  particular  industrv.  In  both,  his  presentation  indi¬ 
cates  excellent  training  in  economies  as  well  as  history.  A  short  review 
cannot  do  justice  to  the  sophistication  and  complexity  of  Hurgess’  many 
arguments.  The  author  makes  clear  the  functional  and  locational  diver¬ 
sity  and  speeiali/.ation  eharaeteristies  of  each  indu.stry.  The  long  and 
complicated  wage  lists  make  a  mocker\  of  any  concept  of  an  “average” 
wage  in  a  particular  industry.  Especially  for  cotton  and  coal,  Hurgess 
has  clarified  for  this  reader  both  the  hierarchy  of  lalxir  and  the  on-.site 
tasks  of  the  workers.  He  shows  that  industrial  productivity  was  increased 
after  18.50  not  by  technological  innovation  (except  in  engineering  after 
1880),  hut  by  a  combination  of  other  factors  —  driving  up  the  pace  of 
work  (either  by  machinery  .speedup,  or  payment  by  piecework  or  results). 


BOOK  REVIEWS  511 


“overtime”  work,  employment  of  non-imion  labor,  subcontracting,  and 
use  of  low-(}uality  materials.  Among  the  most  interesting  sections  of  the 
book  are  those  tracing  the  growth  of  employers’  associations  in  response 
to  overseas  industrial  competition  and  the  domestic  threat  from  the 
unions.  Periodically,  the  masters  demonstrated  their  collective  might  by 
regional  price  fi.xing  and  wage  cuts  and  h>’  lock-outs  .sometimes  iiuolving 
hundreds  of  firms. 

“Labour,”  assuredly,  “was  not  a  homogeneous  lump  hut  a  variegated 
amalgam”  (307).  If  each  industry  had  a  finely  gradated  hierarchy  of 
workers,  each  also  had  its  aristocracy.  The  fitters  and  turners  in  engi¬ 
neering;  the  carpenters,  joiners,  and  masons  in  building;  the  face  workers 
and  checkweighmen  in  coal  mining;  and  the  senior  minders  and  si/ers 
and  overlookers,  in  cotton  .spinning  and  weaving  —  these  skilled,  mostly 
adult  mal(‘  workers  composed  the  unions.  The  unskilled  were  left  out: 
in  1900,  thre{‘  of  every  four  engineering  workers  were  not  unioni/ed;  in 
building,  fewer  than  20  per  cent  of  skilled  workers  w('re  unioni/ed.  Even 
as  .some  of  the  less  skilled  formed  their  own  unions,  they  often  found 
themselves  in  disputes  with  other  workers.  Regional  sectionalism  also 
characteri/ed  union  development.  Labor  gains  were  won  on  the  local 
level,  since  the  national  amalgamated  societies  had  aifiliated  groujw  with 
dillerent  and  occasionallv  conflicting  interests,  or,  as  was  often  the  case, 
leaders  of  surprisingly  conservative  helitds. 

In  engineering,  the  9-hour  workday  was  achieved  in  1872  from  local 
pre.ssure,  the  Executive  Council  of  the  Amalgamated  Society  of  Engi¬ 
neers  refusing  to  take  a  stand.  In  the  l.S9()s,  e\en  the  ASE  rank  and  file, 
fearing  an  earnings  reduction,  oppo.sed  a  compulsory  8-hour  day.  In 
building,  the  Ceneral  Secretary  of  the  Operative  Stone  .Masons  voted  in 
1889  for  an  8-hour  day,  against  his  economic  principles,  because  his  men 
wanted  it.  In  coal  mining,  where  many  leaders  were  Methodists,  union 
ollicials  in  Northeast  England  and  South  Wales  oppo.sed  minimum  wage 
demands  as  impractical  in  districts  where  export  pric<’s  were  subject  to 
great  fluctuations.  In  1888,  the  Miners’  National  Union  relused  to  .sup¬ 
port  locked-out  workers.  The  Executive  Caunmittee  of  that  body  in  1877 
joined  with  employers  in  condemning  wildcat  strikes,  which  it  de.scrihed 
as  “a  kind  of  gtierilla  warfare  .  .  .  now  here,  now  there  —  far  more  hurtful 
to  the  emplo\ers,  and  ...  to  the  indii.strial  intere.sts  of  the  country”  (190) 
than  were  trade  union  activities.  In  cotton  textiles,  disputes  were  also 
complex,  dillerences  arising  between  spinners  and  weavers;  coarse 
spinners  (subject  to  .scriou.:  overseas  competition  after  1870)  and  fine 
spinners;  and  cardroom  and  blowing  room  operatives  and  piecers,  and 
skilled  workers  in  general.  Eor  example,  spinners,  who  with  “a  sense  of 
self-congratulation”  (247)  won  a  56-hour  week  in  1874,  came  to  oppose 
state  old-age  pensions  and  the  8-hour  workday  for  everyone  and  labor 
agitation  in  general.  Among  spinners  themselves,  union  leaders  c-ould,  as 
in  1878,  favor  a  wage  cut  against  the  wishes  of  their  rank  and  file;  in 
1885  they  condemned  a  strike  that  followed  an  employers’  lock-out. 

Industrial  relations,  in  short,  were  very  complex.  In  addition  to  the 
conventionally  understood  conflict  between  employer  and  employee,  dis¬ 
putes  occurred  between  unioni/ed  and  non-unioni/ed  workers  (before 
1870,  a  skilled  v.  unskilled  distinction),  rank  and  file  union  members  and 
their  leaders,  and  local  unions  and  the  national  executive  to  which  they 

512  BUSINESS  HISTORY  REVIEW 


were  affiliated.  These  relationships,  appear  to  have  been  more  charac¬ 
teristic  of  industrial  conflict  in  Enj;land  in  the  period  1850-1900  than 
was  any  f'enerali/ed  antaj^onisin  between  capitalism  and  labor. 

Some  of  this  reader’s  twentieth-centurv  afterthoughts?  If,  according  to 
I3urge.ss,  the  unions  were  ignoring  the  mass  of  workers,  including  their 
own  rank  and  file,  then  the  appeal  and  power  of  shop  stewards  and  of 
unofficial  localized  strike  action  in  Hritain  today  becomes  historically 
more  understandable.  As  for  the  employers,  their  willingness  to  accom¬ 
modate  the  demands  of  the  skilled  workers  in  all  four  of  the.se  labor- 
intensive  industries  helped  to  reinforce  post-1 850  patterns  of  low  capital 
investment  and  technological  stagnation,  the  effects  of  which  would  be¬ 
come  clearer  in  the  next  century. 

o  o  o 

BUSINESS  IDEOLOGIES  IN  THE  REFORM-PROGRESSIVE 
ERA,  1880  1914.  By  Alfred  L.  Thimm.  University,  Alabama,  The  Uni¬ 
versity  of  Alabama  Press,  1976.  Pp.  vii  -f  264.  $9.75. 

Reviewed  by  Kim  McQuaid 
Assistant  Professor  of  History 
Lake  Erie  College 

Professor  Alfred  L.  Thimm  has  .seemingly  set  out  to  write  a  supple¬ 
ment  to  the  late  Herman  Krooss’  Exrcutitr  Opinion:  What  Business 
Leaders  Said  And  Thoufihl  About  Public  Issues,  1920s-196()s  (1970). 
Fittingly,  the  author  dedicates  his  work  to  Kroo.s.s’  memory. 

The  purpose,  as  the  author  notes  in  his  introduction,  is  to  “enhance  our 
understanding  of  current  business  opinion,  ideology  and  institutions  by 
tracing  their  roots  and  describing  their  development  during  a  particularly 
crucial  and  colorful  period  of  American  capitalism  ”  (v. ).  To  accomplish 
this  end,  I'himm  examines  the  statements  of  practicing  busines.smen  (par¬ 
ticularly  tho.se  heading  large  corporations),  investment  bankers,  editorial¬ 
ists  for  commercial  and  financial  journals,  and,  more  occasionally, 
politicians  (particularly  U.S.  Senators)  with  pronounced  business  loy¬ 
alties.  These  statements  are  then  placed  in  analytical  contexts  provided 
by  neo-Classical  enmomics,  information  theory,  and  .sociology  (particu- 
larlv  Weberian  bureaucratic  theory). 

The  resulting  work  is  uneven  in  a  number  of  respects.  Individual, 
rather  than  collecti\e,  utterance  provides  the  focus  for  Thimm’s  investi¬ 
gations  bec-ause,  he  argues,  “trade  associations,  the  National  Association 
of  Manufacturers,  the  Cdiamber  of  Commerce,  and  other  modern  collec- 
tiNe  voices  of  business  hardly  jilayed  a  role  in  the  period  under  study” 
(vi).  Presumably,  however,  the  N.A.M.  (founded:  1895),  the  U.S. 
(diamber  (founded:  1912),  and  other  notable  “collective  voices”  such 
as  the  National  Ci\ic  Federation  (founded:  19()()-19()1)  were  not  mere 
businessmen’s  clubs.  They  existed  to  .serve  collective  functions  regarding 
ideology,  information,  and  action  —  as  well  as  to  provide  contact  points 
with  opiiiionmakers  in  government  and  the  organized  labor  movement. 
To  argue  that  an  organization  like  the  National  Civic  F’ederation  “hardly 
played  a  role”  in  the  development  of  busine.ss  ideologies  in  the  period 
this  book  covers  seems  to  this  reviewer  to  be  a  self-defeating  proposition. 
N’.C.l".  membership  rosters  included  Andrew  C’arnegie,  Mark  Hanna, 
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William  Howard  Taft,  Charles  Schwab,  Samuel  Gompcrs,  John  Rogers 
Commons,  and  hundreds  of  other  academic,  financial,  cx)rporate,  and 
lalx)r  union  notables.  One  need  not  posit  monolithic  corporate  consensus 
to  argue  (as  does  Roliert  H.  Wiebe,  among  others)  that  organi/ations 
such  as  the  N.A.M.  and  the  X.C.F.  are  key  collective  components  in  c-om- 
prehending  business  opinion  of  the  Popidist  and  Progressive  eras.  Thimm 
certainly  knows  of  such  organizations  —  and  the  literatures  surrounding 
them.  I  admit  to  being  puzzled  as  to  why  he  did  not  try  to  interweave 
relevant  concepts  from  Wiehc,  ct  ail.,  within  his  own  narrative. 

Thimm’s  work  is  also  complicated  by  an  assumption  that  his  readers 
are  already  familiar  with  a  great  deal  of  the  specific  infonnation  that  he 
presents.  In  chapter  three,  for  e.xample,  he  introduces,  with  no  preface 
whatsoever,  the  “Cary-Perkins  wing  of  the  new  professional  management” 
to  his  readers’  attention.  Specifics  as  to  what  is  meant  by  the  C^ary- 
Perkins  wing”  arc  not  provided  until  chapter  eight.  Stich  a.ssumptions 
are  somewhat  gratuitous  in  at!  age  of  academic  over-specialization.  Per¬ 
haps  the  author  might  have  been  better  advised  to  state  straightaway 
that  his  work  was  intended  for  American  business  historians;  as  it  is, 
students  are  going  to  have  a  rough  time  with  this  hook.  Thimm  generally 
refers  to  persons  by  last  name  alone.  This  can  produce  occasional  tm- 
fortunate  consetiuences,  particularly  when  references  are  made  to  “otit- 
standing  intellectuals”  of  the  period  like  “Howell"  (William  Dean 
Howells),  “Frank  Morris”  (Frank  Norris),  and,  on  several  occasions,  the 
“Bryant”  (William  Jennings  Bryan)  movement  (6,9,178).  Plainly,  such 
persons  were  not  all  that  familiar  to  the  author’s  editor.  Nor,  for  that 
matter,  am  I  as  ready  to  assume  as  the  atithor  is  that  even  American  busi¬ 
ness  historians  realize,  for  example,  that;  “It  was,  of  course,  (Thorstein) 
Whleu  more  than  anyone  else  who  anaKzed  the  consetjuences  of  the 
separation  of  (corporate)  ownership  and  control”  (179).  How  many  stu¬ 
dents  —  or  faculty  memhers  for  that  matter  —  have  ever  heard  of  or  read 
Vehlen’s  Absentee  OicnersJnp  or  his  Ensibieers  And  The  Price  System? 

This  work  has  its  strong  ]X)ints.  Among  them  is  its  explication  of  how 
capitalist  concepts  of  “competition”  changed  from  classical  price  competi¬ 
tion  to  the  “vague  political  notion  of  biological  competition”  of  the  Social 
Darwini;ms  and  the  “scientific'  (non-price)  com|ietitive  pc'ispc'ctives  of 
oligopolists  and  financiers.  Here,  the  author’s  concc*ptual  architecture 
and  argument  is  generally  concise  and  clear.  So,  too,  is  his  hric'f  disc  us¬ 
sion  of  the  glaring  non-seciiiitiirs  in  contcMiiporary  business  ideologies  ;md 
his  explication  of  the  nc'o-feudal  aspects  of  the  thinking  of  financiers  — 
J.  P.  Morgan  in  particular.  Like  his  former  friend  and  teacher  Herman 
Ki  ooss,  Thimm  has  found  that  husinc'ssmen  ha\e  pc'isistc'd  in  c'liunciating 
industrial  capitalist  iclc*ological  rationales  that  have  very  little  to  do  with 
corporate  reality  —  whethcT  in  the  191()s  or  the  197()s.  Such  fossilization 
of  business  opinion  has,  Thimm  notes,  impc*ded  the  development  of  an 
organized  entrepreneuri;il  philosophv.  Stich  a  philosophy,  if  fonnulatc'd, 
would,  Thimm  argjies,  .seiTc  as  the  basis  for  “the  first  tndv  conservative 
force  in  American  history  since  the  dc'inise  of  the  W'higs”  (200). 

To  conclude,  then,  I  believe  that  Business  Ideolo^es  In  The  Reform- 
ProfiressiiK'  Era  will  be  primarily  useful  to  established  businc'ss  historians 
who  have  already  clone  large  amounts  of  primary  research  work.  The 
main  value  to  students  will  likely  be  provided  by  Thimm’s  u.se  of  .socio- 
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logical  cx)iiccpt.s  (particularly  in  his  footnotes)  to  explicate  patterns  of 
change  within  c-oriiorate  bnreancracies. 

o  e  o 

SUBURBANIZATION  AND  THE  CITY.  By  Thomas  M.  Stanback, 
Jr.,  and  Richard  V.  Knight.  Montclair,  New  Jersey,  Allanhold,  Osmun 
and  Company  Publishers,  1976.  Pp.  xvii  +  230.  $19.50. 

Reviewed  by  Louis  P.  Cain 
Associate  Professor  of  Economics 
Loyola  University  of  Chicago 

Thoinas  Stanback  and  Richard  Knight  argue  that  there  exists  a  sym¬ 
biotic  relationship  between  central  cities  and  suburbs,  and  they  demon¬ 
strate  how  that  relationship  altered  and  intensified  dining  the  196()s. 
T1  leir  focus  is  on  manpower  resources;  a  focus  of  the  “old  urban  econom¬ 
ics.”  They  find  that  approximately  two-thirds  of  suburbanites'  income  is 
generated  through  the  central  city,  and  this  suggests  that  suburbs,  in 
general,  are  still  a  long  way  from  economic  self-sufficiency.  Central  cities 
provide  the  cultural  amenities  demand  by  suburbanites,  and  many  of 
these  amenities  reipiire  the  support  of  .suburbanites.  The  authors  argue 
that  the  ec-onomic  viability  of  central  cities  is  of  the  utmost  importance 
to  suburbs;  their  principal  policv-conclusion  is  a  call  for  planning  that 
considers  the  metropolis  as  a  unit,  regardless  of  whether  the  planning  is 
undertaken  by  the  central  city,  suburb,  or  some  regional  authority.  All 
of  this  is  perhaps  of  little  interest  to  business  historians,  hut  the  data 
StaTihack  and  Knight  present  (mainly  from  the  1960  and  1970  Censu.ses 
of  Population  and  the  Social  Security  ("ontinuous  Work  History  Files) 
will  prove  interesting  to  business  historians  ;ittempting  to  e.xplain  changes 
in  the  locational  pattern  of  work  and  residence  since  1960.  Data  restric¬ 
tions  have  limited  their  study  to  ten  metropolitan  areas,  hut  the  re.sults 
appear  consistent  with  a  wide  range  of  cities.  Stanback  and  Knight  ap¬ 
pear  to  make  their  points,  hut  the  hook’s  organi/ation  diminishes  the 
confidence  with  which  one  accepts  their  conclusions. 

After  an  introductory  essay  by  Eli  (iin/herg,  there  are  .several  chapters 
of  text,  and  .several  appendices.  The  climax  of  the  Iniok’s  plot  comes  in 
Clin/.herg’s  essay.  Several  chapters  of  the  main  text  seemingly  stand 
alone;  the  authors  provide  few  transitions.  This  impre.ssion  is  furthered 
by  the  fact  that  each  chapter  has  a  summary  which  repeats  the  main 
themes  for  the  third  or  fourth  time.  The  Ixidy  of  each  chapter  is  a 
description  of  the  data  and  statistical  techniiiues  used  to  test  the  various 
hypotluvses  corollary  to  the  symbiosis  h\pothesis.  The  work  is  done  com¬ 
petently,  hut  the  writing  is  unnecessarily  pedantic.  Each  part  of  each 
table  is  discussed,  and,  if  one  jiarticnlar  argnment  explains  .several  parts 
of  one  table,  it  is  repeated  each  time.  For  example,  higher  labor  force 
entry  ra^cs  for  women  crops  up  in  .several  places,  and  each  time  it  is 
explained  as  the  result  of  the  comparative  advantage  of  women  in  the 
growing  business  services  sector  and  their  higher  tuniover  rates. 

The  anthons’  notation  is  often  unclear  and  confu.sing.  “Jl”  and  “JD” 
first  appear  in  Table  3.3,  hut  one’s  suspicion  that  the.se  stand  for  job  in¬ 
creases  and  decreases  is  not  confinned  in  the  exi..  It  is  only  confirmed 
by  reading  the  notes  for  another  part  of  the  table.  Similarly,  in  Table 
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3.2,  Business  and  Allied  Serviees  are  defined  as  (MBS-TCU)  and  Con- 
snnier  Serviees  are  (MClS).  In  Table  3.3,  Mainlv  Business  Ser\iees  and 
Mainly  Consniner  Serviees  appear  written  out  in  wortls  and  appear  to  be 
e(|nivalent  to  (MBS-TCU)  and  (MCJS)  in  tbe  previous  table.  In  Chap¬ 
ter  5,  TCT'  (trans|iortation,  eoiniminieation,  and  utilities)  is  separated 
from  MBS  for  tbe  first  time;  this  is  also  tbe  first  time  tbe  reason  for  the 
additional  letters  is  eomprebensible.  This  .sort  of  .sloppiness  makes  one 
wonder  about  tbe  eomparability  of  tbe  statisties.  In  short,  this  book  is 
mneb  more  dilfienit  reading  than  it  should  be. 

Tbe  book  does  have  an  important  me.ssage,  that  central  cities  and  .sub¬ 
urbs  are  not  separate  entities;  each  is  dependent  on  tbe  other.  Tbe  Ilij'bt 
of  .some  businesses  from  the  central  city  has  been  a  rational  economic 
response  to  ebanjfes  in  production  and  wholesaling'  teebnoloHy,  transpor- 
falicn  teebnoloi'y,  and  land  prices.  The  movement  of  corporate  bead- 
(piartcMS  in  tbe  direction  of  airports  is  also  rational  economically.  One 
result  of  this  has  been  to  enhance  tbe  central  city’s  comparative  advan¬ 
tage*  in  business  ser\ice.s.  Another  result  has  been  ebani'ed  residential 
patterns.  Stanbaek  and  Kniubt  have  provided  data  for  tbe.se  cbani'es 
dnrini'  a  crneial  period.  They  should  be  of  considerable  use  to  business 
historians  of  tbe  future.  Tbe  book’s  editorial  defieieneies  detract  from  its 
contribution  to  our  knowledge,  but  it  should  not  lessen  its  significance. 

0  O  0 

DAVID  ECCLES:  PIONEER  WESTERN  INDUSTRIALIST.  By 
Leonard  J.  Arrington.  Logan,  Utah  State  University,  1975.  Pp.  xvi  + 
294.  $7.95. 

Reviewed  by  James  E.  Fell,  Jr. 

Assistant  Editor 
Arizona  and  the  West 
University  of  Arizona 

W’ben  David  Keeles  fell  dead  on  a  street  in  .Salt  Lake  Ca’ty  in  Decem¬ 
ber  It) 1 2,  be  was  president  of  si.xter’u  industrial  eompanies  and  seven 
banks,  a  director  of  twenty-four  other  firms,  and  a  stoekbolder  in  still 
another  sev<'ntv-si.\  enterprises.  He  was  probably  tbe  richest  man  in  I’tab 
and  left  Ix'bind  a  fortune  of  more  than  $0,()()(),()()().  While  this  was  not 
tbe  largest  sum  ever  amassed  in  American  bnsine.ss,  Eeeles  bad  certainly 
done  well,  lor  be  bad  risen  from  poverty  in  .Scotland  to  wealth  in  tbe 
United  Statr's.  .Moreover,  be  bad  made  significant  contributions  to  tbe 
development  of  tlu*  lumber  and  sugar  beet  industries  of  tbe  intermonntain 
West,  and  bis  bnsine.ss  ventures  bad  drawn  tbe  path  of  Monnon  .settle¬ 
ment  into  Idaho  and  Oregon. 

Yet  Eeele.s’  origins  did  not  pre.sage  sneb  achievement.  He  was  born 
in  Scotland  in  I  S  B),  tbe  .son  of  a  blind  woodturner  who  ek<‘d  out  a 
precarious  living  in  tbe  S(|nalor  of  Paisley  and  (Glasgow.  Eeeles  received 
little  formal  ecbieation,  Init  be  did  learn  about  business,  for  from  bis 
earliest  years  be  peddled  resin  sticks,  kiteben  utensils,  and  other  house- 
bold  goods  in  order  to  help  tbe  family  sni-vive.  Dining  this  time  Eeeles’ 
parents  joined  tbe  CJinrcb  of  Jesus  CJirist  of  Latter-day  Saints,  and  in 
IS63  tbe  family  emigrated  to  tbe  United  States  with  tbe  a.ssistanee  of 
tbe  Perpetual  Emigration  Ennd  created  by  .Mormon  officials. 
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Once  in  Utah,  tlic  family  settled  in  Ogden,  and  this  would  he  Eecles’ 
principal  home  and  hase  of  operations  for  the  rest  of  his  life.  He  spent 
his  first  years  in  the  Ihiited  States  peddling  goods,  and  working  as  a 
Ininherman,  freighter,  and  coal  miner.  Then  in  1872  at  the  age  of  twentv- 
three,  he  went  into  hnsiness  for  himself  as  a  log  supplier  to  a  sawmill 
near  Ogden.  Once  in  the  lumher  hnsiness,  Eecles  prospered.  He  found 
able  associates  in  Thomas  O.  Oee  and  Cdiarles  .\ihley,  and  with  them  and 
others  he  gradually  huilt  a  network  of  independent  lumher  eompanies 
operating  in  I'tah,  Oregon,  and  Washington.  They  fonned  the  basis  of 
his  fortune  and  gave  him  the  springl)oard  with  which  to  enter  other 
industries. 

.■\nd  as  the  \ears  passed,  Eecles  found  many  opportunities,  particularly 
after  1890.  He  helpetl  pioneer  the  sugar  beet  industry  of  Utah  and 
Idaho,  founding  several  firms  later  sold  to  the  American  Sugar  Refining 
Uoinpany.  He  participated  in  the  construction  of  short  line  railroatls, 
engaged  in  hanking  throughout  northeru  Utah,  and  developed  intere.sts 
in  construction,  food-procr ssing,  insurance,  coal  mining,  and  electric 
power.  Particularly  notable  was  his  role  in  the  formation  of  the  Utah 
(^)nstruction  (.’ompany,  which  huilt  a  major  segment  of  the  Western 
Pac  ific  Railroad  and  later  emerged  as  a  forerunner  of  Utah  International, 
one  of  the  world’s  great  mining  fimis  (rc'cently  ac<inirc'd  bv  Cleneral 
Elc’ctric). 

Eecles’  business  activitic'S  had  two  .salicMit  charact<*ristics.  For  one*,  his 
associates  were  usually  Mormons  like  himsc’lf,  and  his  firms  employed 
Mormons  wlu*rever  possible.  Yet  these  preferc'iicc'S  necc*ssarily  dc>clincd 
in  later  vc'ars  as  his  enterprises  expanded  the  scope  of  their  operations. 
I'or  another,  Eecles  doc's  not  appt'ar  to  have  envisioned  the  crc*ation  of 
an  c'lnpire  in  lumher  or  an  cMiipire  in  sugar  controllc'd  through  a  holding 
C'omjiany.  He  may  wc*ll  have  lH*en  moving  in  this  direction  with  the 
formation  of  the  Oregon  Lumher  (annpany  in  1889  and  the  Amalgamated 
Sugar  ('ompany  in  1902,  hut  he  nonetheless  contiinK*d  to  organize  inde¬ 
pendent  finns  in  these  and  othc*r  inchistric's. 

(antainly,  David  Ecclc's  was  an  individual  who  made  important  c-on- 
trihutions  to  the  economic  developmcMit  of  the  intermountain  Wc'st,  and 
in  Lt'onard  J.  .Arrington,  he  has  found  an  able  hiographc*r.  This  h<H)k  is 
a  fine  studv  —  well-written  and  well-researched  —  hut  still,  we  would  like 
to  know  a  great  dc*al  more  alH)ut  Eecles  and  his  various  enterprises.  His 
role  in  the*  secularization  of  business  in  Utah  is  often  asserted  hut  never 
cwplored  in  dc*tail.  And  we  would  like  to  know  more  of  Dee  and  Nihley, 
who  were  involvc'd  in  so  many  of  Eecles’  venture's.  Then  there  are  other 
<luestions,  intriguing  and  unanswered.  Where  and  how  did  Eecles  raise 
ca])ital  for  his  many  firms?  To  what  extent  did  his  business  relations  with 
Heher  J.  (Jrant  and  otlu*r  ('hurch  officials  iiiHucMice  his  entrepreneurial 
ac-tivitic's?  And  what  was  the  precise  nature  of  Eecles’  dealings  with  non- 
Mormons  like  Hc'iiry  D.  Ilavemc'ycT  of  the  American  Sugar  Refining  Com¬ 
pany?  David  Eecles  may  newer  receive  another  biography,  hut  the  field 
is  certainly  open  for  article's  that  wonlel  explore  different  facets  of  the 
care'er  of  this  interc'sting  e'litrepreneur. 

«  O  C 
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REUBEN  FLEET  AND  THE  STORY  OF  CONSOLIDATED  AIR¬ 
CRAFT.  By  William  Wagner.  Fallbrook,  California,  Aero  Publishers, 
Inc.,  1976.  Pp.  xi  +  324.  $16.95. 

Reviewed  by  Otto  H.  Reichardt 
Graduate  Student  in  History 
University  of  California,  Santa  Barbara 

William  Wapirr’s  Iribiite  to  Rciihen  Hollis  Moot  primarily  (Uscrihes 
how  an  unusual  executive  erc'atecl  one  of  the  leadinji  firms  in  the  Amer¬ 
ican  aircraft  industry  of  the*  192()s  and  1930s.  While  other  entrepreneurs 
took  advantajfe  of  opportunitic's  in  c*xpansive  sc'ctors,  Klec't  sncec*ssfnlly 
entCMed  a  field  in  which  demand  rc'inained  low  thronnhout  most  of  the 
intcMwar  period.  Althonnh  he  tisc'd  privatc'ly  ownc'cl  rc'.sonrees,  his  sne- 
eess  stcMiimc'd  mainly  from  taking  advantaf'e  of  information  and  capital 
snpplic’d  hy  the  fc'deral  government. 

In  1917  at  the  age  of  thirty.  Fleet  left  his  sueec'ssful  resd  e.state  and 
timhe-r  hnsiness  in  .Montc'sano,  Washington,  and  joined  what  later  hc‘- 
eame  the  Army  Air  Service.  Hy  the  time  he  retired  in  1922  as  Camtraet- 
ing  Olliec'r  for  the  Air  Service’s  Knginc'ering  Division,  he  had  Ic'arnc'd 
about  training  planes,  aireralt  mannfaetnring,  modc'rn  administrative 
methods,  the  markc*ting  of  defense  products,  and  private*  source’s  ol  cap¬ 
ital  and  technological  information.  I'lc’et  organi/.ed  Consolidatc’d  Aircraft 
f loriioration  a  yc’ar  later  and  .soon  hc’-eame  a  major  supplier  of  military 
training  planes.  Hy  maintaining  close  tie’s  with  fc’clc’ial  ollieials,  Flc’c’t 
gaiiK’d  additional  information.  Aidc’cl  hy  a  192S  Navy  stndv  of  IKing 
boat  hulls,  he  produec’d  c-ommc’reial  and  military  sc’aplanc's  that  wc’ie 
forenmnc’rs  of  (lonsolidatc’d’s  famc’d  HHY  seric’s  flown  during  World  War 
11.  Work  on  c’ver  larger  fhing  boats  providc’d  Consoliclatc’d  c’liginc’ers 
with  the  c’xpc’iic’nec’  nc’c’clc’cl  to  produce  long-range  homhers  demandc’d 
hy  the  Army  Air  l’’orcc’  during  the  late  19.3()s. 

Fleet’s  govc’inmc’nt  contacts  snpplic’d  valuable  capital  as  wc’ll  as  infor¬ 
mation.  .Soon  alter  iorming  Consolidatc’cl  Aircraft,  Flc’C’t  movc’d  opera¬ 
tions  to  a  Ic’asc’d  government  plant  in  Huflalo,  N’c’W  York.  In  19.3.5  loans 
from  the’  Hc’c-onstruetion  l’’inanee  (Corporation  aidc’cl  Con.solidatc’d’s  move 
to  San  Dic’go,  (California,  b'c’clerally  snpplic’cl  capital  then  lu’lpc’d  tlu’  firm 
to  c’xpand  into  a  truly  large  corporation  prior  to  World  War  II.  Fic’C’t’s 
alertnc’.ss  to  the  effoets  of  pnhlie  polic’y  finally  Ic’d  him  to  sc’ll  his  firm, 
lie  avoidc’cl  the  costs  of  high  wartime  ta.xc’S  hy  sc’lling  his  interc’st  in  (Con¬ 
soliclatc’d  Aircraft  in  Xovc’inher  1941.  Aftc’r  the  sale  Flec’t  watehc’d  his 
firm  become  part  of  the  (Convair  Corporation  in  1943  and  then  part  of 
the  (Cc’neral  Dvnamies  (Corporation  in  19.53. 

I’nfortunatc’ly,  the  tribute  to  Heuhc’u  Flc’C’t  is  marrc’cl  hy  poor  organ- 
i/.ation  and  analysis.  (Critical  analysis  of  intc’ivic’ws  with  Flc’ct  and  othc’r 
primary  material  is  avoidc’d  hy  allowing  the  sources  to  “spc’ak  for  them¬ 
selves.”  'riie  author  weakens  the  work’s  organization  hy  deserihing  the 
formation  of  (Consolidated  Aircraft  before  examining  earlier  events  that 
Ic'd  I'leet  to  enter  the  aircraft  industry.  He  then  compounds  his  problems 
hy  including  e.xtranc’ons  material,  such  as  his  personal  friendship  with 
Flc’c’t,  while  neglecting  more  important  issues.  Thus,  there  is  no  attempt 
to  explain  the  contradiction  between  Fleet’s  belief  in  the  value  of  private 
competition  and  his  heavy  reliance  on  federal  resources.  Furtlier,  the 
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author  raises  more  (lucstions  about  Fleet’s  luauaRerial  efleetiveuess  than 
he  answers.  Contemporaries  eritieized  Fleet’s  detailed  super\ision  of 
Consolidated’s  internal  operations.  Yet,  the  author  emphasizes  oidy  the 
personal  eosts  of  Fleet’s  manaf'erial  stvle.  Two  of  Fleet’s  three  wives 
divoreed  him  when  supervisory  tasks  foreed  hint  to  ignore  his  family. 
With  employees  Fleet  pimetuated  his  paternalistic  et)neern  for  their  wel¬ 
fare  with  towerinji  ra>»es  oveif  their  mistakes.  What  is  neglected  is  analy¬ 
sis  of  the  impact  of  Fleet’s  temperament  on  his  ellectiveness.  Underlying 
all  of  these  problems  may  he  the  author’s  apparent  failure  to  consider  the 
relevant  secondary  literature.  Alfred  Cdiandler’s  description  of  institii- 
tional  change,  John  H.  Rae’s  history  of  the  aircraft  industry,  works  by 
Paul  A.  C.  Koistinen  and  others  on  the  development  of  the  military- 
industrial  complex  dnrinji  the  interwar  period,  and  numerous  articles  on 
the  economies  of  aircraft  mannfactnrinj;  could  have  been  used  to  deter¬ 
mine  the  critical  issues  and  to  organize  the  primarv  material. 

Despite  the  drawbacks  of  Wagner’s  approach,  he  does  point  toward  a 
useful  revision  of  conventional  treatments  of  relations  within  the  military- 
industrial  complex  during  the  interwar  period.  Scholars  have  generally 
emphasized  the  c-ontribntion  of  business  leaders  like  Bernard  M.  Baruch 
in  mobili/ation  planning.  They  have  ignored,  however,  the  role  played 
by  federal  officials  in  creating  lucrative  opportunities  in  defen.se  indus¬ 
tries  and  thus  guiding  firm  expansion.  The  author’s  tribute  to  Fleet 
appears  to  be  a  nst'fnl  correcti\e. 

O  O  « 

THE  COMING  OF  THE  BOOK:  THE  IMPACT  OF  PRINTING, 
1450-1800.  By  Lucien  Febvre  and  Jean  Henri  Martin.  Translated  by 
David  Gerard.  Atlantic  Highlands,  N.J.,  Humanities  Press,  1976.  Pp. 
378.  $27.00. 

Reviewed  by  Robert  M.  Kingdon 
Director,  Institute  for  Research 
in  the  Humanities 
University  of  Wisconsin,  Madison 

Lucien  Febvre  was  surely  one  of  the  most  seminal  minds  attracted  to 
the  study  of  history  in  the  current  century.  His  call  for  a  “total  hi.story” 
that  would  reconstruct  the  ec'onomic,  .social,  and  psychological  past  in 
.supplement  to  traditional  reconstructions  of  the  political,  institutional, 
and  legal  past  has  had  an  enormous  influence  on  generations  of  historians. 
One  of  his  specific  goals  late  in  life  was  to  write  a  hi.story  of  the  Iwiok 
that  would  show  how  it  “created  new  habits  of  thought  not  only  within 
the  small  circle  of  the  learned,  but  far  bejond  ”  and  that  made  of  tho 
lK)ok  “one  of  the  most  effective  means  of  mastery  over  the  whole  world” 
(10-11).  Since  he  knew  he  could  not  live  to  complete  this  project,  he 
turned  it  over  to  a  brilliant  younger  historian,  Jean  Henri  Martin.  This 
study,  therefore,  is  primarily  Martin’s  work,  although  inspired,  introduced, 
and  partially  checked  in  draft  by  Febvre,  and  supplemented  at  a  number 
of  points  by  .sections  contributed  by  other  French  experts  on  the  history 
of  printing. 

W'hile  this  book  does  not  really  fulfill  Febvre’s  grandio.se  ambition,  it 
nevertheless  does  supply  an  excellent  synthesis  of  work  on  the  subject. 
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all  the  more  useful  because  it  remains  relatively  modest  and  sensible.  A 
prefatory  section  describes  the  powtb  of  the  mannscript-copyiiifi  indus¬ 
try  before  the  invention  of  printin".  Martin  begins  the  main  text  with 
chapters  on  the  preretpiisite  development  of  the  paper  industry  and  of 
the  technology  that  made  printing  possible.  He  follows  this  with  chapters 
oil  the  visual  appearance  of  the  book,  financing  of  early  books,  the  lalior 
force  of  the  new  industrx',  its  geography,  the  book  trade,  and  ways  in 
which  books  changed  society.  The  r(*snlt  is  a  masterful  sxnthesis,  sup¬ 
ported  at  certain  key  points  by  Martin’s  own  research  into  the  Parisian 
l)ook  trade,  fully  abreast  of  the  best  monographic  work  at  the  time  of 
writing.  It  is  clearly  the  best  single  introduction  to  this  fascinating  .sub¬ 
ject,  and  sbonld  be  of  great  value  to  the  many  bibliographers,  historians, 
and  students  of  literature  interested  in  the  early  printing  industry.  Its 
nnnsnal  attention  to  the  economics  of  this  industry  makes  it  particularly 
valuable  to  those  interested  in  business  history. 

The  translation  into  English  of  this  important  work  is  generally  clear, 
precise,  aiul  accurate  in  technical  vocabulary.  No  attempt  has  been 
made,  however,  to  bring  it  abreast  of  work  since  the  book’s  original  pub¬ 
lication  in  19.58.  Not  even  Martin’s  own  monumental  two-volume  .study 
of  the  publishing  trade  in  .seventeenth-century  Paris  ((ieneva,  l)ro/, 
1969)  has  been  iiscd.  Many  parts  of  this  book,  in  conse<inence,  are  less 
complete  and  precise  than  they  could  be.  The  chapters  on  financing  and 
on  the  book  trade,  for  example,  could  have  been  improved  with  material 
drawn  from  the  second  volume  of  Leon  \’oct’s  7’/ir  (lohlcti  (U)ttipas.sc.s 
(Amsterdam,  Vangendt,  1972)  on  the  business  historv  of  the  Plantin 
press.  The  translation  also  omits  the  bibliography  and  most  of  the  illn.s- 
trations  of  the  original.  And  it  oddly  incorporates  typographical  errors 
in  proper  names  one  finds  in  the  original.  .Students  who  cannot  read 
French  will  be  grateful  for  this  e.xccllent  introduction.  Hut  specialists 
will  have  to  go  beyond  it. 

o  o  o 

WOMEN’S  WORK  IN  SOVIET  RUSSIA:  CONTINUITY  IN  THE 
MIDST  OF  CHANGE.  By  Michael  Paul  Sacks.  New  York,  Praeger 
Publishers,  1976.  Pp.  xvi  221.  $16.50. 

Reviewed  by  William  J.  Kelly 
Visiting  Associate  Professor  of  Economics 
University  of  Colorado,  Colorado  Springs 

In  this  monograph  —  a  revised  doctoral  dissertation  in  sociology  — 
Michael  Paul  Sacks  explores  the  prominent  and  changing  role  of  women 
in  the  .Soviet  labor  market.  lie  devotes  attention  primarily  to  the  RSESH, 
the  largest  and  most  Russian  of  the  1.5  republics  of  the  Soviet  I’nion, 
but  occasionally  draws  on  national  experiences. 

In  C]hapter  1,  the  author  presents  siXKific  theoretical  issues  from  the 
sociological  literature  that  he  hopes  to  examine.  Most  prominent  among 
these  is  the  (piestion  of  whether  increased  female  employment  outside 
the  home  reflects  changing  social  values  with  re.spect  to  the  responsibil¬ 
ities  and  rights  of  women  (as  argued  by  CJoode)  or  whether  such  em¬ 
ployment  is  just  the  product  of  old  values  operating  within  a  different 
external  environment  (as  suggested  by  Scott  and  Tilly).  Also  of  intere.st 
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is  whether  einploxment  outside  the  home  has  given  women  increased 
status  witliin  the  family. 

Sacks  shows  that  before  the  1917  revolution,  peasant  women  were 
traditionally  suhservi  mt  to  men  and  were  kept  hard  at  work  with  domes¬ 
tic  chores,  agriculture,  and  c-ottage  manufacturing  (e.g.,  home  weaving). 
With  the  decline  of  cottage  industry  in  the  late  nineteenth  century,  poor 
women  found  increasing  employment  outside  the  home,  until  by  1897 
they  comprised  a  third  of  the  wage  earning  popidation.  But  although 
women  were  employed  in  many  industries,  they  were  segregated  into 
occupations  related  to  their  traditional  domestic  chores  (e.g.,  work  with 
te.xtiles). 

Female  participation  rates  continued  to  grow  after  1917,  motivated 
largely  by  the  financial  needs  of  the  family.  Those  who  sought  work 
had  little  difficulty  in  finding  it  after  the  five  year  plans  were  launched. 
Female  employment  was  further  facilitated  by  the  violence  of  revolution 
and  war,  which  left  only  74.3  males  per  100  females  (1946).  As  a  result 
of  these  devolopm  Mits,  women  cxmiprised  55  per  cent  of  the  workers  and 
employees  in  1945. 

Rising  educational  levels  enabled  women  to  break  into  many  new  fields, 
so  that  by  1970  they  accounted  for  60.7  per  cent  of  the  professional  and 
semiprofessional  lalxir  force  of  the  RSFSR. 

In  Chapter  5,  Sacks  e.xamines  the  relative  status  of  working  men  and 
women,  as  revealed  hy  the  many  time-budget  studies  that  have  heen 
conducted  since  the  1920s.  Although  there  are  technical  shortcomings  in 
these  surveys,  they  yield  a  consistent  picture:  working  women  in  RSFSR 
carry  a  double  burden  because  of  their  considerable  domestic  responsi¬ 
bilities.  As  a  result,  they  generally  have  less  free  time  than  do  working 
men  and  less  time  for  upgrading  their  j<  b  .skills.  Improving  living  stand¬ 
ards  and  greater  availability  of  household  appliances  have  heen  slow  to 
change  things:  in  1970  only  21  per  cent  of  Soviet  families  had  washing 
machines  and  only  1 1  per  cent  had  refrigerators.  In  rural  areas  conditions 
are  even  more  hackwartl. 

Sacks  CDucludes  that  the  women  of  the  RSFSR  have  made  tremendous 
educational  and  occupational  strides,  hut  that  the.se  gains  have  resulted 
in  only  limited  movement  toward  etiuality  of  the  .sexes:  occupational 
segregation  persists  with  women  overrepresented  in  low  wage  employ¬ 
ment  and  underrepresented  in  leadership  positions.  Sacks  also  concludes 
that  employment  of  women  in  the  RSFSR  has  not  been  as.sociated  with 
great  changes  in  values  but  rather  has  been  a  response  to  changing  exter¬ 
nal  conditions  within  a  framework  of  preindustrial  values,  as  h\pothe- 
si/ed  by  Scott  and  Tilly.  However,  he  speculates  that  the  emergence  of 
a  Soviet  middle  class  may  now  he  leading  to  new  values,  which  could 
put  greater  emphasis  on  the  domestic  roles  of  women  and  on  “idealized 
femininity.” 

The  book  has  several  shortcomings.  It  is  not  as  well  focused  or  well 
written  as  it  might  he.  The  cxmcluding  chapter  is  particularly  disappoint¬ 
ing  and  leaxes  the  reader  wondering  how  it  all  hangs  together.  Econo¬ 
mists  will  he  npsc*t  hv  the  muddled  discussions  of  supply  and  demand 
and  all  readers  will  he  annoyed  by  the  abundant  typographical  errors. 

However,  the.se  defects  are  outweighed  by  positive  features  of  the 
book,  including  an  as.sembly  of  thought-provoking  ideas  and  a  wealth  of 
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historical  infonnation.  This  study  will  join  the  growing  literature  on 
women  in  the  Soviet  Union,  not  so  much  as  an  update  to  earlier  works 
(such  as  Norton  Dodge’s  decade-old  study),  but  as  a  valuable  supple¬ 
ment  on  questions  which  have  been  raised  but  not  adequately  answered 
in  the  past. 

Of  greatest  importance  is  the  information  on  Soviet  time-budget  studies. 
In  order  to  fully  understand  fertility,  labor  force  participation,  and  other 
important  female  activities  we  must  know  more  aljout  what  goes  on  in 
the  home.  Sacks  has  rendered  a  valuable  service  in  making  this  a.spect 
of  Soviet  research  more  accessible  to  W'estem  readers.  Perhaps  there  will 
be  a  future  English-language  volume  that  will  report  in  detail  on  the 
many  Soviet  studies  of  time  usage. 

All  things  considered,  this  volume  is  a  valuable  contribution  and  will 
be  of  interest  to  many  studcnis  of  ec'onomic  and  social  history,  lalior, 
economic  development,  comparative  economic  systems,  Soviet  studies, 
and  sociology. 

e  o  0 

NEW  YORK  CITY  MUTUAL  SAVINGS  BANKS,  1819-1861.  By 
Alan  L.  Olmstead.  Chapel  Hill,  The  University  of  North  Carolina 
Press,  1976.  Pp.  xiv  236.  $15.95. 

Reviewed  by  H.  Peers  Brewer 
Vice  President 
Manufacturers  Hanover  Trust  Company 

It  is  •.•are  enough  that  an  historian  invades  the  venerable  precincts  of 
the  savings  bank  industry,  Alan  Olmstead  has  done  so  with  credit  to  his 
craft  and  with  illumination  to  the  industry.  The  tap  root  of  this  study  is 
an  extensive  and  .seminal  research  into  the  indu.stry’s  primary  documents; 
general  ledgers,  mortgage,  loan  and  deposit  ledgers,  minute  books  of 
trustee  meetings  and  other  files.  This  re.search  yielded  rich  insights  and 
alforded  the  author  a  fresh  base  for  examining  savings  bank  behavior. 

Throughout  the  book,  Mr.  Olmstead  pursues  a  central  question:  were 
the  mutual  savings  banks  run  primarily  for  philanthropic  considenitions 
or  for  the  personal  profit  of  the  trustee.s?  The  (jue.stion  is  appropriate 
since  the  prevailing  assumption  in  political  and  business  circles  has  been 
that  mutual  savings  banks  were,  or  at  lea.st  should  be,  administered  for 
the  benefit  of  the  industrious  poor.  The  very  question,  dealing  as  it  does 
with  the  motives  of  bank  trustees,  does  not  admit  of  a  definitive  analysis. 
It  is  to  the  author’s  credit,  therefore,  that  he  seldom  claims  more  for  his 
conclusions  than  the  historical  subjunctive*  decently  allows.  The  central 
finding  is  that  the  practices  of  mutual  savings  banks  were,  on  balance,  in 
confoi-mity  with  philanthropic  objectives,  although  this  was  more  con¬ 
sistently  true  of  the  older  mutuals  than  of  the  newer  ones. 

particularly  instructive  chapter  dealing  with  deposits  explores 
(among  other  things)  the  occupational  background  of  depositors,  the 
average  si/e  of  accounts,  the  distribution  of  accounts  by  size,  and  the 
seasonal  rhythm  of  deposit  flows.  Individual  depositors  were  found  to  be 
interest-rate-.sensitive  to  a  surprisingly  high  degree. 

One  of  the  problems  faced  by  the  mutuals  of  this  period  was  whether 
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large  sized  deposits  should  be  encouraged,  mindful  of  the  presumed 
orientation  toward  the  “working  class.”  The  evidence  indicates  that  while 
manv  hanks  said  they  were  not  interested  in  large  accounts,  there  were, 
occasionally,  significant  differences  between  practice  and  public  posture; 
and  indeed  a  large  proportion  of  the  industry’s  money  was  from  middle 
and  upper  class  tlepositors. 

On  the  asset  side  of  the  ledger,  the  range  of  permissible  investments 
was  (juite  limited  initially,  mostly  to  obligations  of  the  public  sector,  and 
only  gradually  and  somewhat  begrudgingly  liberalized  by  the  authorities 
over  the  years  to  include  private  sector  debt.  The  Erie  Canal,  the  Ohio 
canal  system,  and  the  Croton  water  works,  all  immensely  important  pub¬ 
lic  projects,  were  heavily  dependent  on  savings  hank  money.  The  older 
mutuals  tended  to  pursue  convergent  investment  policies  in  sympathy 
with  philanthropic  goals,  while  the  more  recently  chartered  banks  oitcn 
followed  policies  supporting  the  profiteering  hypothesis. 

While  all  of  these  obser\ations  materially  advance  our  understanding 
of  the  .sa\  ings  banks,  several  loose  ends  remain.  For  one,  since  the  in- 
(juirv  pivots  around  the  motives  of  the  trustees,  a  more  extensive  analysis 
of  the  (K'cupational  background  and  interlocking  directorships  of  these 
trustees  would  be  (|uite  u.seful.  h^or  another,  while  the  text  clearly  iMus- 
trates  that  commercial  banks  wcasionally  exploited  the  redeposit  busi¬ 
ness  of  saxings  banks,  the  influence  of  at  least  two  other  groups  — 
lawyers  and  politicians  —  also  should  have  been  examined  in  this  regard. 
In  the  187()s,  State  banking  officials  specifically  condemned  the  involvc- 
nuMit  in  savings  banks  of  .some  pernicious  lawyers  and  politicians.  It  is 
possible  that  this  involvement  began  before  1861,  the  terminal  date  of 
this  .study. 

I’iiially,  the  author’s  periodization  is  open  to  question.  The  trends  that 
the  study  brings  to  light  did  not  end  in  1861,  but  intensified  after  the  (  ivil 
W’ar,  nurturing  a  growing  regulatory  and  legislative  concern,  which 
pcakctl  with  the  general  savings  bank  law  of  1875.  That  year,  accord¬ 
ingly,  would  be  a  more  propitious  terminal  date,  offering  an  opportunity 
to  .see  these  trends  unfold  and  to  see  the  impact  they  would  have  through 
one  agency  or  another  on  the  industry’s  .stnicture.  The  initial  life  cycle 
of  a  financial  intermediary  normally  progre.sses  through  three  stages:  the 
primitive  stage,  characterized  by  a  few  companies  and  a  relatively  simple 
product  structure;  the  exponential  state,  wherein  the  number  of  compa¬ 
nies  increases  rapidly  and  the  structural  sources  of  income  multiply;  and 
the  definitive  state  whereby  regulatory  and/or  market  forces  react  to  con¬ 
strain  the  industry’s  activities.  This  .study  of  the  savings  bank  tenninates 
(aw'kwardly,  I  believe)  in  the  middle  of  the  exponential  .stage. 

The  present  historiographical  level  of  work  on  financial  intermediaries 
is  such  that  virtually  any  thoughtful  and  well  researched  book  prompts 
a  host  of  new’  i  jucstions.  We  are  fortunate  that  Mr.  Olmstead  has  brought 
(picstions  and  answers.  We  entertain  the  hopeful  and  happy  anticipa¬ 
tion  that  more  is  to  be  heard  from  him  on  this  subject. 
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ACRES  FOR  CENTS:  DELINQUENT  TAX  AUCTIONS  IN 
FRONTIER  IOWA.  By  Robert  P.  Swierenga.  Westport,  Conn., 
Greenwood  Press,  1976.  Pp.  xix  -f  263.  $14.95. 

Reviewed  by  Sidney  Ratner 
Professor  of  History 
Rutgers  University 

The  ownersliip  of  landed  property  in  the  United  States  has  always  in- 
v'olved  real  estate  taxes,  except  for  certain  favored  institutions  such  as 
churches  and  colleges.  With  the  right  to  tax  has  gone  the  right  to  con¬ 
fiscate  property  when  the  taxes  due  have  not  been  paid.  The  annual 
auction  or  sale  of  land  for  delinquent  property  taxes  was  a  commonplace 
in  ninctecnth-century  America,  hut  has  been  ignored  or  not  understood 
by  the  great  majoritv  of  historians  and  economists.  The  conventional 
wisdom  views  tax  liens  as  an  instmment  of  war  against  .speculators.  Ac¬ 
cording  to  the  accepted  view  as  pre.sentcd  by  Howard  Jay  Graham  in  his 
hook,  Kvcrijmfins  Constitution,  absentee  landlords  often  balked  at  pay¬ 
ing  taxes  hccaiise  they  felt  that  the  as.sessment  and  collection  of  property 
taxes  were  discriminatory.  Local  officials  then  resorted  to  the  tax  auction 
and  rafiled  liens  against  the  land  to  the  .so-called  fractional  speculators, 
thereby  destroying  or  “shingling”  their  titles.  The  taxpayers,  men  with 
cash  and  a  frontier  liking  for  risk,  ac(juircd  a  claim  to  land  titles,  hut  at 
the  cost  of  decades  of  legal  and  legislative  confusion  and  conflict.  To 
Graham,  the  tax  auction  was  a  lottery  to  finance  local  govcnimcnts,  and 
the  tax  buyer  bought  in  the  hope  of  obtaining  “acres  for  cents.” 

Professor  Hohert  P.  Swierenga  (jucstions  the  validity  of  this  widely- 
accepted  view  on  the  ground  that  it  has  never  been  tested  empirically. 
He  argues  that  in  order  to  understand  the  nature  of  frontier  tax  auctions 
and  their  impact  on  property  ownership,  we  must  know  the  annual 
amount  of  land  on  which  a  lien  was  placed,  the  types  of  owners  whose 
land  was  deliiujuent  and  why,  who  the  tax  buyers  were,  and  what  pro¬ 
portion  of  liens  was  cventuallv  redeemed  or  cancelled.  To  answer  these 
questions,  he  examines  in  depth  the  evidence  on  tax  buying  in  nineteenth- 
century  America  by  focusing  on  a  single  midwestem  state,  Iowa.  The 
author  realized  that  the  economic  parameters  of  foreclosure,  the  deter¬ 
minants  of  delinquency,  and  the  impact  of  tax  liens  on  ownership  pat¬ 
terns  could  he  discovered  only  by  examining  voluminous  tax  sale  records 
in  some  sixteen  out  of  ninety-nine  counties  in  Iowa  and  applving  to  the 
data  various  multivariate  statistical  tests.  He  also  .searched  for,  and  ob¬ 
tained  from  various  manuscript  sources,  biographical  portraits  of  the 
most  important  tax  buyers,  mo.st  of  whom  were  prominent  Iowa  resi¬ 
dents,  hut  .some  of  whom  were  leading  ea.steni  capitalists. 

As  a  result  of  his  elaborate  investigations,  Swierenga  came  to  a  hetero- 
<lox  set  of  conclusions.  According  to  the  new  paradigm  he  presents,  tax 
auctions  in  the  nineteenth  century  evolved  to  meet  communitv'  needs: 
regular  goveniment  revenue  and  private  development  capital.  The  tax 
auction  mechanism  insured  the  prompt  collection  of  budgeted  govern¬ 
ment  income.  It  also  capitalized  tax  levies  at  market  money  rates  by 
going  around  restrictise  usury  laws  and  attracting  local  and  outside  loan 
funds.  In  theory,  tax  certificate  financiers  bought  a  low-priced  option  for 
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future  delivery  of  land.  Actually,  they  were  buying  a  state  license  to 
bypass  usury  laws.  Meanwhile,  tax-delinquent  landowners  deliberately 
refrained  from  paying  their  tax  bills  in  order  to  obtain  much-needed 
working  capital  at  favorable  rates.  More  than  four  out  of  every  five  of 
tbe.se  liens  were  redeemed  within  several  years.  To  the  (juestion  whether 
frontier  tax  sales  involved  “acres  for  cents,”  the  answer  is:  as  .security  for 
tax  certificates,  yes;  but  as  the  price  of  land  titles,  seldom. 

My  final  judgment  is  that  Acres  for  Cents  is  a  valuable  contribution 
to  business,  legal,  and  tax  history.  The  book  is  based  on  exhau.stive  re¬ 
search  in  manuscript  and  published  primary  sources,  a  critical  exploita¬ 
tion  and  eritirjue  of  the  relevant  secondary  authorities,  and  extensive  sta¬ 
tistical  analysis  carefully  pre.sented  both  in  the  text  and  in  eight  graphs, 
fiftv-four  tables,  and  eleven  appendices.  In  chapters  one  and  seven,  the 
author  presents  a  lucid  introduction  to  the  complexity  of  deliiujuent  tax 
liens  and  their  place  in  the  tax  collection  proee.ss  and  credit  market  .stnic- 
ture.  The  other  chapters  pre.sent  the  legal,  administrative,  and  legal  back¬ 
ground  of  the  Iowa  revenue  system,  a  detailed  analysis  of  the  tax  .sale 
ri'cord  books  in  Iow;i,  a  collective  biographical  portrait  of  the  leading 
tax  buyers,  a  detailed  account  of  the  financial  success  of  an  outstanding 
eastern  capitalist’s  inve.stments  in  Iowa  tax  titles,  and  an  analysis  of  the 
profitability  of  some  8,()()()  tax  lien  investments  in  a  selected  county.  Pro¬ 
fessor  Swierenga  is  to  be  congratulated  on  making  a  fine  application  of 
(|uantitative  methods  to  a  difficult  problem  in  American  economic  hi.story. 
One  minor  criticism:  he  might  have  utilized  the  material  on  Iowa  and 
eastern  millionaires  from  the  book  I  edited.  New  Lif’ht  on  the  History  of 
Creat  American  Fortunes  (New  York:  Augustus  M.  Kelley,  1953). 

o  o  o 

THE  PHILADELPHIA  QUAKERS  IN  THE  INDUSTRIAL  AGE, 
1865-1920.  By  Philip  S.  Benjamin.  Philadelphia,  Temple  University 
Press,  1976.  Pp.  /x-f  301.  $12.50. 

Reviewed  by  A.  Michal  McMahon 
Director  of  Historical  Programs 
The  Franklin  Institute 

The  nature  of  industrialization  and  its  impact  on  the  eon  btions  of  life 
and  culture  is  commonly  recognized  as  an  important  area  of  concern  for 
historians  of  modern  America.  The  maturing  of  the  industrial  rexobition 
in  the  late  nineteenth  eenturv  did  more  than  create  a  nation  capable  of 
winning  two  world  wars  in  our  time:  that  revolution  effeetixely  ended 
much  that  was  familiar  to  Americans  through  most  of  the  last  eenturv. 
Philip  S.  Heiijamin’s  study  of  Philadelphia  Quakers  between  1865  and 
1920  is  centrally  eoneenied  with  the  impact  of  industrialization  on 
Quaker  di.stinctivene.ss  and  on  their  tenacious  adherence  to  the  ideals  of 
Quietism  and  Simplicity  in  the  face  of  a  demanding  cultural  national¬ 
ism. 

Benjamin’s  point  is  that,  during  the  half-century  following  the  Civil 
War,  “the  forces  of  technological  change  eroded  |  Quaker  |  distinctivc*- 
ness”  as  “rail  transportation,  indu.strialization,  urbanization,  and  business 
combination  all  worked  to  nationalize  the  social  order”  (vii).  Further- 
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more,  the  religious  diversity  of  Protestant  America  gave  way  to  an  ethnic 
pluralism,  a  change  accompanied  by  the  development  of  “a  homo¬ 
geneous  national  culture”  and  “the  secularization  of  religious  norms” 
(viii). 

To  explain  and  demonstrate  these  general  cultural  changes  brought 
on  by  industrialization,  Benjamin  offers  the  postbellum  experience  of 
Philadelphia’s  Quaker  community.  In  1870,  Quakers  were  a  multi¬ 
faceted  social  group,  diverse  economically  and  religiously.  And  because 
they  also  had  become  immersed  in  their  own  rules,  the  .social  trans¬ 
formations  of  the  era  were  a  trying  experience  for  them.  They  strug¬ 
gled  as  Quictists  to  remain  aloof  from  worldly  ways  and  to  maintain  the 
distinctiveness  born  of  Simplicity. 

The  breadth  of  these  commitments  created  struggles  throughout  the 
expanding  industrial  order.  In  education  and  in  the  maiketplace,  in  deal¬ 
ing  with  the  municipal  corruption  and  social  and  economic  dislocations 
of  the  late  nineteenth  century,  and  in  their  philanthropic  activities 
Quakers  sought  both  to  approach  the  dominant  culture  and  to  defend 
distinctive  concerns.  They  attempted  the  difficult  task  of  responding  to 
the  needs  of  depressed  and  oppressed  minorities  —  Indians,  Southeni 
blacks,  and  women  —  and  avoiding  entanglement  with  worldly  institu¬ 
tions.  A  more  positive  posture  came  between  1900  and  1920  when  the 
Society  of  Friends  was  transformed  “from  an  exclusive,  con.servative 
community  .  .  .  into  a  progressive  body  of  civil-libertarian  pacifists  who 
supported  active  domestic  and  international  j)rograms  of  social  meliora¬ 
tion”  (212). 

W'hat  is  to  be  made  of  such  a  transformation?  From  inward-looking 
sectarians,  the  Quakers  metamorphosed  into  twentieth-centurv,  one- 
world  lil)erals.  It  was  a  way  of  respending  to  industrial  change,  and 
also  of  refusing  to  accept  fully  the  ways  of  the  world.  Instead  of  joining 
W’oodrow  Wilson’s  cru.sade,  Philadelphia  Quakers  created  the  American 
Friends’  Service  Committee  to  act  antithetic  illy  to  war,  seeking  instead 
to  relieve  suffering. 

Benjamin’s  characterization  of  Philadelphia’s  Quakers  as  they  at- 
tc'inpted  to  come  to  terms  with  industrialization  is  often  vividlv  de¬ 
scribed.  Yet  in  attempting  to  fully  document  Quaker  perceptions  and 
behavior,  he  omits  adc(juate  di.scussion  of  the  industrial  age  itself.  Fol¬ 
lowing  a  brief  introduction  in  which  he  mentions  the  social  and  indus¬ 
trial  factors  that  eroded  Quaker  distinctiveness,  the  book  amply  fleshes 
ont  the  character  of  the  protagonist,  “Philadelphia  Quakers.”  The  nature 
of  the  story’s  antagonist,  “the  Industrial  Age,”  however,  is  only  .sug¬ 
gested.  Thus  without  a  clear  characterization  of  the  situation  within 
which  Quakers  struggled,  the  story  of  the  Quakers  them.selves  becomes 
less  clear. 

Nonetheless,  taken  with  the  growing  body  of  literature  on  the  process 
of  industrialization  and  its  impact  on  American  culture  and  society, 
Benjamin’s  study  is  a  solid  contribution.  Indeed,  the  destnictiv'e  effects 
of  industrial  growth  on  the  traditional  Quaker  community  in  Philadelphia 
at  the  turn  of  the  century  is  an  important  facet  of  the  general  changes 
visited  upon  America  during  the  last  century. 

«  «  « 


526  BUSINESS  HISTORY  REVIEW 


THE  FATHERS  OF  THE  TOWNS:  LEADERSHIP  AND  COM¬ 
MUNITY  STRUCTURE  IN  EIGHTEENTH-CENTURY  NEW 
ENGLAND.  By  Edward  AT.  Cook,  Jr.,  Baltimore,  Johns  Hopkins  Uni¬ 
versity  Press,  1976.  Pp.  xviii  +  273.  $12.95. 

Reviewed  by  Alden  T.  Vaughan 
Professor  of  History 
Columbia  University 

Historians  in  recent  years  have  written  exhaustively  about  the  towns 
of  colonial  New  England.  Unlike  their  counterparts  in  the  nineteenth 
century,  however,  modern  scholars  are  not  intent  on  glorifying  a  com¬ 
munity’s  past  or  praising  its  leaders;  rather,  they  seek  to  apply  a  variety 
of  sophisticated  social  science  concepts  and  methods  to  basic  (juestions 
about  early  America:  How  and  why  were  communities  founded?  What 
social  and  ideological  assumptions  guided  their  development?  What 
demographie  patterns  emerged  and  how  did  they  change?  And  —  in 
studies  of  eighteenth-century  towns  —  how  did  community  change  in¬ 
fluence  the  American  Revolution  and  vice  versa?  The  best  of  the  modern 
studies  —  Kenneth  Lwkridge  on  Dedham,  Mass.,  Philip  Greven  on  An¬ 
dover,  Mass.,  and  Robert  Gross  on  Concord,  Mass.,  to  cite  tbree  out¬ 
standing  examples  —  have  added  greatly  to  our  knowledge  of  American 
social  history  and,  to  a  lesser  extent,  of  the  economy  of  early  New  En¬ 
gland. 

None  of  the  books  in  this  genre  is  exclusively  concenied  with  economic 
matters,  but  few  ignore  tbcm  altogether.  Sumner  Powell’s  account  of 
early  Sudbury,  Mass.,  gives  major  attention  to  competing  traditions  of 
agricultural  organization  and  their  impact  on  the  town’s  evolution;  Paul 
Boyer  and  Stephen  Nissenbaum’s  analysis  of  Salem  in  the  witchcraft  era 
makes  intriguing  suggestions  about  the  community’s  economic  matura¬ 
tion  as  well  as  the  tensions  it  caused  in  the  Puritan  mind;  and  Charles 
Grant’s  investigation  of  Kent,  Conn.,  considers  the  role  of  land  specula¬ 
tion.  Similarly,  while  Edward  Cook’s  The  Fathers  of  the  Towns  is  pri¬ 
marily  a  study  of  political  leadership,  it  discus.ses  the  economic'  structure 
of  the  communities  and  the  economic  status  of  local  officials. 

What  distinguishes  Cook’s  approach  from  the  other  town  studies  is  his 
broad  sample  (74  towns)  and  his  extensive  cjuantification.  The  large 
sample  assures  results  that  are  more  reliable  and  more  subtle  than  Michael 
Zuckerman’s  in  Peaceable  Kinffdotm,  the  only  other  recent  multi-town 
study  of  eighteenth-century  New  England.  And  the  quantification  — 
simple  enough  for  most  readers  but  too  elementary,  I  suspect,  to  satisfy 
cliometricians  —  guarantees  a  fair  degree  of  precision  and  meaningful 
comparison.  Thus  Cook’s  major  finding  is  not  .so  much  a  .surprise  (his¬ 
torians  have  long  made  the  same  assumption  from  less  concrete  evidence) 
as  it  is,  thanks  to  Cook,  a  proven  proposition:  “When  choosing  leaders 
from  among  themselves,  the  voters  fin  the  sample  towns)  preferred  to 
elect  men  of  mature  years,  substantial  experience  in  public  office,  and 
visible  success  in  busine.s.s”  (111).  Cook’s  detailed  discussion  of  the 
paths  to  leadership  demonstrates  not  only  the  truth  of  the  generalization 
but  also  the  exceptions  and  variations  on  the  standard  pattern. 

In  a  chapter  on  “The  Economics  of  Leadership,”  Cook  attempts  to 
measure  the  influence  of  individual  wealth  on  access  to  leadership  posi- 
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tions.  The  task  is  complieated.  Cook  admits  at  the  outset,  by  sparse  and 
impr(;eise  evidenee  on  the  wealth  of  townsmen,  both  those  who  held 
ofhee  and  those  who  did  not.  Tax  lists,  the  prineipal  .soiiree,  are  few  and 
idiosyneratie,  and  the  distribution  of  wealth  varied  markedly  from  town 
to  town  and  over  the  eourse  of  the  eentury.  Xe\ertheless,  Cook  iound 
enough  data  to  eoiielude  that  “town  leaders  did  not  eonstitute  a  narrow 
eeonomie  class  at  the  top  of  society.  Most  leaders  stood  somewhere  in 
the  top  (juarter  of  their  town’s  tax  list,  but  e\’en  such  relative  wealth 
was  not  an  essential  criterion  for  election”  (81).  That  the  poor  seldom 
.served  in  elective  office  was  e({nally  evident,  for  the  absence  of  salaries 
eliminated  from  consideration  those  who  could  tiot  serve  gratuitously.  The 
importance  of  modest  wealth  was  tlms  insured  by  the  eighteenth-ccntiuy 
definition  of  public  office  —  a  definition  inherited  from  the  seventeenth 
centuiv  but  largely  discarded  by  post-bevolutionaiy  America. 

'I  he  most  important  contribution  of  The  Fathers  of  the  Ton  us  is  the 
tvpologv  it  imposes  on  the  hundreds  of  New  England  communities.  Cook 
earlier  prcscnti'd  this  scheme  in  the  Political  Scicticc  (^wirtcrlij  (Decem¬ 
ber,  1971)  and  repeats  it  here  in  more  detail  and  with  minor  modifica¬ 
tions.  Ilonowing  central  place  theorv  from  the  eeonomie  geographers, 
('ook  posits  a  number  of  regional  groupings  composed  of  five  tvpes  of 
communities:  urban  centers,  major  eountv  towns,  .sc'condaiT  ec'nters,  small 
farming  \illages,  and  frontier  towns.  Each  had  a  characteristic  social 
stnietiiK',  cc-onomv,  and  pattern  of  leadership.  Crook’s  classification  is  not 
rigid,  and  he*  readilv  aeknowledgc's  the-  exec-ptions.  Historians  are  iu- 
clc'btc'd  to  Edward  ('ook  for  an  attraeti\c-  altc-rnaticc"  to  genc'iali/.ations 
drawn  from  a  single*  town  or  from  sample's  too  narrowlv  ehosc'ii. 

0  0  0 

PRISONERS  OF  PROGRESS:  AMERICAN  INDUSTRIAL  CITIES, 
1850-1920.  By  Maury  Klein  and  Harvey  A.  Kantor,  New  York,  Mac¬ 
millan  Publishing  Co.,  1976.  Pp.  xvii  -f  459.  $13.95. 

Reviewed  by  Tom  Ticknor 
Instructor  in  History 
Lake  Forest  College 

This  book  is  an  interprc'tive  historv  for  the  studc'ut  and  the  general 
rc'ader  of  th  '  links  bc'lwec'ii  .American  inclusti  iali/ation  and  urbani/.ation 
betwc'c'u  18.o()  and  1920.  (.'haptc'is  summari/ing  industrial  clevc'lopment, 
the'  organi/.ational  revolution,  and  the  industrial  cause's  of  urban  growth 
provide'  a  springboard  for  a  broad  survc'v  of  the  aeee'le'iate'd  pace  of  social 
change,  mounting  urban  proble'ins,  and  various  attc'inpts  at  social  control 
that  arose  within  the  large  industrial  city.  As  an  overall  thesis,  Maury 
Klc'in  and  llarvc'y  A.  Kantor  blame  unbridlc'd  markc't  forces  stc'mming 
from  our  individually  on'entc'd  capitalist  preferc'uee  for  private  over  pub¬ 
lic  goods  for  growing  eirban  ills  ranging  from  intraetable  poverty,  woe¬ 
fully  inade'cjuate  housing,  ghettoization,  dc'clining  standards  of  public 
health,  and  unintere'sting  architc'cture  to  rising  class  tensions  and  the 
disintegration  of  urban  community.  Further,  they  argue  that  since'  wide- 
ranging  urban  planning  and  social  refonn  reejuire  far  greatc'r  market  con¬ 
trols  than  Americans  are  willing  to  sanction,  our  cities  are  prisoners  of 
industrial  progress. 
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The  aiitliors  make  good  use  of  monograplis  in  urban  and  social  history, 
investigations  from  the  Progressive  era,  and  literary  sources  to  portray 
the  imlustrial  city.  W'eak  points  inevitably  occur  in  a  hook  of  this  scope, 
however.  The  organization  of  such  a  complicated  topic  is  no  ca.sy  task, 
'i'he  descriptions  of  community  in  the  pre-industrial  era  .seem  overly 
romantie.  filforts  to  produce  a  lively  sur\ey  sometimes  bias  the  account 
in  fa\’or  of  the  worst  and  most  dramatic  conditions.  Because  the  authors 
wish  to  interpret  the  national  effects  of  industrialization  and  urbanization 
ratlier  than  to  differentiate  among  cities  by  size,  pace  of  growth,  or  eco¬ 
nomic  base,  they  often  imply  that  conditions  are  the  same  in  eyei^'  large 
.American  city.  Finally,  the  book  empbasizes  the  social  fennent  of  urban 
industrial  growth  without  thoroughly  discussing  whether  rising  standards 
of  li\ing  partially  ameliorated  certain  urban  problems. 

llax  ing  statetl  tlu'se  caxeats,  however,  I  recommend  the  book  to  busi¬ 
ness  and  economie  historians  as  well  as  to  general  readers.  The  lucid 
treatments  «)f  commnnitv  brt'akdown  and  the  diseconomies  of  aecelerated. 


unplaniu'd  nrban  growth  during  this  era  raise  provocativ’e  criticisms  of 
any  simple  definition  of  progress  measured  bv  per  capita  gross  national 
proihict.  The  authors’  range  in  deseribing  the  differential  class  effects  of 
industrialization  and  urbanization  upon  family  life,  housing,  residential 
])atterns,  ('ducation,  religion,  and  leisure  is  admirable.  Busine.ss  histor¬ 
ians  will  also  find  particular  inteivst  in  the  politieal  chapters.  Although 
the  book  practically  ignores  the  role  of  entrepreneurship  in  economic 
dexc'lopment  and  the  growth  of  individual  cities,  its  description  of  nrban 
bosses  as  efficient  bnsine.ssmen  and  important  economic  brokers  facilitat¬ 
ing  nrban  development  is  worth  consideration,  as  is  the  notion  that 
rough  and  readv  capitalism  corrupted  urban  polities  and  bankrolled  the 
political  machine.  The  summaiw  of  the  differences  between  the  efficiency¬ 
conscious  urban  stnictural  refonners  who  sought  to  bring  profc'ssional 
manage-ment  to  local  government  and  social  reformers  more  interested  in 
the*  problc'tns  of  the  poor  is  well  drawn.  And  although  the  sections  on 


philanthropy  are  brief,  the  overall  evaluation  of  philanthropy  is  impor¬ 
tant,  for  Klein  and  Kantor  contend  that  no  privati*  inMnificcnce  could 
make  up  for  suburban  fractionalization  of  the  industrial  city,  the  decline 


of  elite  leadership  in  local  affairs  ba.sed  on  cix  ic-inifiKled  nobles.se  oblige, 
or,  mo.st  importantly,  overcome  the  rising  urban  decay  induced  by  rapid, 
uncontrolled  urban  growth  during  this  period. 

.Any  attempt  to  school  the  American  public  in  the  fundamental  social 
changes  that  accompany  industrialization  and  in  the  economic  origins  of 


our  urban  problems  is  on  target  and  much  needed.  .Alori'ovcr,  there  is 


no  better  subjec  t  to  examine  in  order  to  assess  the  strength>j  and  limita¬ 
tions  of  the  market  system  for  determining  the  (pialitv  of  American  life 
than  the  .social  conditions  within  our  major  cities.  On  tlic  whole,  this 
book  succ-eeds  as  a  general  survey  of  these  vital  issues. 


o  e 
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REMAKING  AMERICAN  VALUES:  CHALLENGE  TO  A  BUSI- 
NESS  SOCIETY.  By  Neil  W.  Chamberlain.  New  York,  Basic  Books, 
Inc.,  1977.  Pp.  ix  +  193.  $9.50. 

Reviewed  by  Derek  F.  Abell 
Associate  Professor  of  Business  Administration 

Harvard  University 

It  is  because  this  book  dwells  more  on  the  historical  evolution  of  social 
values  than  on  their  “remaking”  that  it  will  be  of  interest  to  the  readers 
of  this  particular  journal.  Despite  the  book’s  title,  only  three  out  of 
fourteen  chapters  directly  confront  the  issue  of  a  response  to  the  break¬ 
down  of  v'alues;  thi;  remainder  provide  the  reader  with  a  well  written 
and  well  conceptualized  view  of  how  American  values  of  today  have 
been  detennined,  and  how  thev  are  being  challenged. 

It  appears  to  me  that  the  author  feels  on  finner  ground  when  dealing 
with  the  descriptive  material  of  the  past.  In  the  role  of  futurologist,  he 
confounds  pure  prognosis  with  his  own  uomiative  view  of  appropriate 
solutions.  Allowing  even  for  the  much  greater  difficulty  of  looking  ahead 
than  looking  back,  there  is  a  tendenev  to  oversimplifv  the  arguments  for 
and  against  the  various  scenarios  that  are  proposed.  Ca)nse(nientlv,  the 
reader  is  left  wondering  whether  the  alternatives  that  are  discussed  arc 
as  categorical  as  they  appear,  or  even  whether  all  the  most  important 
ones  have  been  eonsiden-d. 

This  book  is  well  organized  into  four  major  sections  dealing  with;  a 
way  to  conceptualize  values,  the  evolution  of  eontemporary  American 
values,  ehallenges  to  eontemporarv  values,  and  futuri*  responses  to  the.se 
challenges.  The  first  .section  dexelops  a  concept  of  values  in  three  dimen¬ 
sions:  “focal”  values,  “constitutional”  values,  and  “distributive”  values. 
The  eoneeptual  framework  is  then  elaborated  in  tenns  of  hvpotheses 
about  the  process  bv  which  values  are  fonned  and  changed.  This  sound 
eoneeptual  framework  is  then  applied,  in  section  two,  to  the  particular 
ease  of  the  United  States.  Students  of  business  hi.storv  will  find  this  sec¬ 
tion  particularly  interesting.  There  is  a  short  but  thorough  review  of 
major  tuniing  points  in  U.S.  industrial  evolution  and  an  attempt  to  relate 
these  turning  points  to  the  d(>velopment  of  eontemporarv  stuial  values. 
The.se,  in  the  author’s  opinion,  are  materiali.sm  (the  focal  value),  individ¬ 
ual  autonomy  (the  constitutional  value),  and  egalitarianism  based  on 
competitive  achievement  (the  distributive  valm*)- 

Section  three  of  the  book  deals  with  the  challenges  to  these  values:  the 
eballenge  of  re.souree  seareitv  and  producer  boredom  to  the  materialistie 
value*;  the  ehallengi*  of  government  interference  to  individual  autonomv; 
and  the  eballenge  of  income  redistribution  with  the  attendant  problem 
of  uneniplovment  and  inlhition  to  egalitarianism  based  solelv  on  eoinpeti- 
ti\’e  a<hie\einent.  So,  in  Professor  Ni*il  W.  Chamberlain’s  view,  the 
question  is  what  new  values  will  gel  as  a  result  of  these  far-reaching  polit¬ 
ical,  social,  and  eeonomie  ehang'.'s,  and  whose  values  they  will  be. 

His  answer  is  that  a  new  breed  of  corporate  “social  entrepreneurs”  will 
(should?)  lead  the  way.  Such  changes  will  involve,  among  other  things, 
a  clear  rt'definition  of  social  obji*eti\es,  eentrallv  controlled  capital  mar¬ 
kets,  minimum  and  maximum  wage  levels,  profit  controls  in  the  .sense  of 
upp(*r  limits  on  return  on  inxestment,  and  a  growing  sense  of  .social  ae- 
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couiitahilitv  bv  managomt'nt.  Cooperation  between  firms  would  be  en- 
e»)uraged  rather  than  prohibited  by  law,  with  the  result  that  inter-firm 
competition  might  eventually  give  way  to  social  collaboration.  Professor 
Chamberlain  holds  this  to  be  a  more  likely  (desirable?)  outcome  than 
the  others  that  he  considers,  namely:  incrementalism,  decentralization,  a 
totally  planned  “systems”  approach  to  economic  management,  socialism, 
or  military'  dictatorship. 

1  am  concerned,  however,  that  the  complex  nature  of  consumer  be- 
ha\ior,  executive  behavior,  and  the  individual  firm’s  behavior,  have  not 
been  considered  in  enough  depth  in  fonnulating  this  scenario  of  the 
future.  The  prescribed  actions  are  largely  structural;  much  research  on 
the  economic  and  behavioral  processes  involved  needs  to  be  assembled 
before  we  can  ascertain  whether  the  expected  impact  on  behavior  will 
necessarily  follow.  Presumably,  if  we  belieye  Profe.s.sor  Chamberlain, 
we  .shall  find  out  anyway.  The.se  changes,  in  his  yiew,  will  not  be  im¬ 
posed.  They  will  be  spon.sored  by  a  group  of  “thrusters”  within  busine.ss 
it.self,  with  counterparts  in  unions  and  gov’eniment,  who  will  appear  spon¬ 
taneously  to  affect  change. 

W’hatcN'er  the  eventual  tnith  of  the  matter,  this  book  does  raise  issues, 
critical  issues,  in  the  evolution  of  onr  industrial  .swiety  and  its  value 
.system.  Professor  Chamberlain  brings  some  order  to  a  subject  that  has 
historically  been  a  chaos  of  opinion,  .soft  data,  and  inade(juately  de- 
.scribed  variables. 

THE  WEALTH  OF  THE  AMERICAN  PEOPLE.  By  Oscar  and  Mary 
F.  Handlin.  New  York,  McGraw-Hill,  1975.  Pp.  vii  -f  266.  $10.00. 

Reviewed  by  Richard  Saunders 
Assistant  Professor  of  History 
Clemson  University 

The  Handlins  promise  us  an  objective  account  of  “the  past  fonns  of 
human  behavior  involved  in  gaining  and  e.xpanding  wealth  in  the  United 
States”  (3).  “Our  task,”  they  say,  “is  to  de.scribe  how  bread  and  things 
became  available”  (4). 

W’hat  they  di'liver  is  a  general  account  of  the  hi.story  of  the  American 
economy  from  colonial  times  to  the  recession  of  1974,  which  can  best  be 
de.scrilx'd  as  bland.  It  is  very  familiar  territory,  from  “The  Burdensome 
C.'olonicvs”  to  “The  Moying  Frontier”  to  “The  Plantation  and  its  Conse- 
(juences.”  Under  each  of  these  headings  is  an  orthodox  recitation,  deyoid 
of  conflict  or  passion  or  the  results  of  recent  scholarship.  The  Handlins 
see  a  cast  consensus  of  the  American  people  moying  forward  in  a  straight 
line  of  progress,  with  strong,  honest  goyernment  always  ready  to  help. 
“In  a  republic,”  we  are  told,  “it  was  appropriate  to  let  the  people  decide,” 
(73)  and  the  state  “.stood  by  the  side  to  enforce  the  niles  .so  the  race 
woidd  be  nm  fairly”  (75). 

The  book  eschews  firm  standards,  but  we  assume,  for  example,  that 
the  destruction  of  the  Second  Bank  of  the  United  States  was  regarded  as 
bad  because  Biddle,  who  was  “far  from  ignorant,”  belieyed  in  economic 
growth  of  an  “orderly,  predictable  character,  nicely  regulated  to  prevent 
e.xcessive  booms  and  panics”  (69).  The  New  Nationalism  was  good 
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Ijccausc  “a  strong,  directing  government  would  neither  smash  nor  yield 
to  the  trusts,  hut  would  safely  encourage  their  development  by  harness¬ 
ing  them  to  socially  useful  purposes”  (179).  Young  ante-bellum  south- 
ermrs  (the  well-off  white  males,  that  is,  as  the  Handlins  do  not  point  out 
these  distinctions)  dreamed  the  dreams  of  success  like  everyone  else,  just 
tint  theirs  were  of  pastoral  plantations  as  they  “strove  toward  a  dillerent, 
gentler  social  order”  (104).  Later,  we  are  told,  the  Harvard  Graduate 
School  of  Business  Administration  “would  bestow  on  business  the  in¬ 
creased  effieieney  to  solve  all  the  problems  of  the  iron  age”  (157). 

The  old  controversies  are  mentioned  —  over  agrarianism  vs.  industrial¬ 
ism,  o\er  slav(>ry,  over  the  tariff,  over  the  gold  standard,  over  deficit 
spe-nding  —  hut  they  never  seem  to  deflect  from  progress  and  there  never 
seem  to  he  an\'  losers.  W'e  meet  the  poor  fanners,  the  malnourished  ten¬ 
ants,  the  unskilleil,  the  unemployed,  the  hanknipted,  the  \\^)hhlies,  the 
socialists,  hut  their  prohlems  or  ideas  seem  to  he  only  momentarx'  diver¬ 
sions  of  little  consecjuenee.  Even  in  the  fight  to  unioni/e,  we  learn  that 
“enlightened  self  interest  persuaded  some  employers  that  the  gains  in 
efficic'iicv  from  satisfied  workers,  scientifically  managetl,  more  than 
compensated  for  the  additional  costs”  (220). 

'Hie  point  is,  sav  the  Handlins,  that  after  reaching  superahnndance, 
Americans  are  tro  ihled  about  their  economy,  apparently,  it  would  seem, 
more  than  they  were  in  1933.  \ow  that  they  ha\e  exerv'thing,  they  feel 
guilty,  and  that  leads  them  cither  to  hedonism  or  nuttv  causes  like*  ‘the 
endangered  spacies,  the  animals  deprived  of  rights  in  the  /.oos,  and  the 
pets  cheated  hv  tins  stuffed  with  cereal  instead  of  beef  chunks”  (249). 
But  since  Bre/hnev  and  Mao  come  the  United  States  with  their  shop¬ 
ping  lists,  and  since  the  unspoiled  and  unpolluted  countries  of  central 
Africa  come  seeking  our  kind  of  polluting  industry,  things  must  he  all 
right,  “(iould  there  he  some  merit,”  they  ask  in  the  final  clincher,  ‘  in  an 
economy  which,  year  by  year,  and  even  in  the  recession  of  1974,  provides 
livelihoods  for  even  more  people,  which  steadily  raises  their  standard  of 
liv  ing,  which  rehnilt  Europe  and  for  three  decades  steadily  poured  aid 
ov(‘rseas?”  (250). 

'I'his  hook  will  he  useful  to  those  vyho  are  promoting  some  kind  of 
project  that  is  likely  to  have  an  adverse  environmental  impact.  It  will 
also  find  a  good  reception  by  the  U.S.  Information  Service,  particularly 
for  its  libraries  in  third-world  eountries.  Consensus  histoiy  makes  good 
propaganda.  But  there  is  nothing  nevy  in  this  hook,  either  of  ideas  or 
evidence,  to  interest  the  professional  historian. 

e  o  o 
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SUPREME  LIFE:  THE  HISTORY  OF  A  NEGRO  INSURANCE 
COMPANY.  By  Robert  C.  Puth.  New  York,  Arno  Press,  1976.  Pp.  vi 
+  293.  $20.00. 

Reviewed  by  Steven  M.  Gelber 
Associate  Professor  of  History 
University  of  Santa  Clara 

Supreme  Life  is  Robert  C.  Puth’s  doctoral  dissertation  in  economies 
from  Xorthwesteni  University  —  not  his  dissertation  rewritten,  or  re¬ 
vised,  or  put  in  book  form,  or  even  retyped.  It  is  just  his  dissertation, 
fuzzily  photographed  and  put  between  hard  covers  at  the  inflated  price 
of  twenty  dollars  ( almost  twice  the  price  of  the  soft  cover  version  printed 
on  demand  by  University  Microfilms). 

W’hat  tbe  rentier  gets  for  bis  twenty  dollars  is  a  diy^-as-dust,  decade  by 
decatle  recapitulation  of  the  Directors  and  Executive  Committee  minutes 
of  an  important  \i*gro  life  insurance  company.  The  minutes  of  these 
two  groups,  plus  data  from  Best’s  Life  lusurance  Reports  constitute  the 
major  sources  for  Puth’s  work.  There  is  no  indication  that  Puth  used  any 
personal  papers,  inter-office  memos,  letters,  or  interx’iews  in  preparing  his 
histoiy.  As  a  result  the  book  is  devoid  of  insight  into  the  human  side  of 
the  business.  The  reader  learns  what  the  management  of  Supreme  Life 
and  it.s  predecessors  did,  but  never  why. 

Fraijik  L.  Gillespie,  the  founder  of  Liberty  Life  Instiranee  Co.  (tbe 
finn’s  original  name)  was  apparently  a  remarkable  man.  Not  only  was 
he  a  .‘aiceessful  Northern  black  entrepreneur,  but  he  also  had  a  strong 
eommltment  to  helping  other  Ncgr<K*s  through  his  business.  Putb,  for 
exainjjle,  makes  a  point  of  Gillespie’s  policy  of  investing  company  fmvls 
in  Negro  borne  mortgages,  but  nowhere  is  there  a  full  discussion  of  why 
Gilles|iie  did  this  or  how  it  fit  into  his  general  philosophical  outlook  —  if 
he  h;fd  one.  Gillespie  and  all  those  who  followed  him  in  the  company 
are  <  iphers.  Even  the  most  obviously  interesting  people  are  ignored. 
On  1  age  38  Putb  mentions  that  O.scar  Depriest  (sic|  briefly  served  as 
Trea  airer  of  the  finn.  On  page  60  he  notes  that  “Chicago  elected  a 
Negfo  to  the  U.S.  Congress,’’  and  finally  on  page  282  in  Appendix  B  he 
includes  DePriest  in  a  list  of  stockholders  and  members  of  tbe  A'KisoiA' 
Boa  (1  with  the  label  “F'irst  Negro  Alderman.”  Not  only  does  Puth  fail 
to  '  isfiiss  tbe  implications  of  having  this  important  local  and  n  itional 
poli  ical  figure  connected  with  the  company,  he  does  not  even  seem  to 
ha\  •  realized  that  all  three  references  are  to  the  same  man. 

/  Ithough  he  does  include  a  very  interesting  discussion  of  high  pres- 
sun  “mass  production”  sales  of  industrial  insurance  during  the  Depres- 
sioi  ,  Pnth  manages  to  treat  most  of  the  administrative,  marketing,  and 
inv  'stment  history  of  the  company  in  a  lackluster  manner.  This  weak- 
nes ;  is  in  no  small  part  due  to  his  pedestrian  writing  style  which  occasion- 
allv  descends  into  the  totally  unreadable,  .such  as  the  following  sentence 
froip  page  2:  “And  it  is  just  the.se  extremes  which  offer  the  most  interest¬ 
ing  material  for  analysis,  insofar  as  the  record  compiled  by  firms  which 
dot  not  fit  the  industry  mold,  whether  in  methods,  markets,  or  access  to 
or  fuse  of  resources,  offer  a  type  of  test  of  the  conelusions  of  the  aggrega- 
ti  je  model.” 

I  Puth’s  work  off  ers  little  to  the  historian  trying  to  understand  the  role 
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of  black  businesses  or  businessmen  in  American  life.  The  book  does  pro¬ 
vide  a  complete,  if  unexciting  review  of  the  financial  growth  of  this  par¬ 
ticular  company,  and  the  final  summary  chapter  may  be  of  some  interest 
to  those  concerned  with  the  problems  encountered  by  firms  catering  to 
an  exclusively  Negro  clientele.  On  the  whole,  however,  there  is  very 
little  to  recommend  this  book  to  anyone  but  the  most  highly  specialized 
student  of  the  life  insurance  industry. 


AN  AMERICAN  COMPANY:  THE  TRAGEDY  OF  UNITED 
FRUIT.  By  Thomas  McCann.  New  York,  Crown  Publishers,  1976.  Pp. 
244.  $8.95. 

Reviewed  by  Mira  Wilkins 
Professor  of  Economics 
Florida  International  University 

The  book  opens  with  the  suicide  on  February  3,  1975  of  Eli  M.  Black, 
chief  executive  of  United  Brands,  the  .successor  company  to  United  Emit. 
Thomas  McCann  was  the  company’s  director  of  public  relations  in  1968, 
when  Black  had  purchased  control  of  United  Fruit.  McCann  resigned  in 
1971,  rather  than  work  with  the  new  owmer. 

In  the  early  195()s,  when  18-ycar-old  McCann  joined  United  Fruit,  he 
found  it  to  be  a  company  of  men  who  had  learned  their  methods  from 
the  firm’s  founders;  it  was  “in  a  rut.”  In  a  brief  flashback,  he  reviews  the 
familiar  story  of  the  company’s  founding  in  1899  —  the  roles  of  Baker, 
Preston,  and  Keith  —  and  then  its  grov^h  in  the  next  thirty  years.  He 
tells  of  Samuel  Zemurray,  the  company’s  chief  executive  from  the  early 
1930s  to  the  early  195()s.  Zemurray  was  a  Bessarabian  Jewish  immigrant, 
who  presented  a  marked  contrast  to  the  Bo.stonians  who  had  run  United 
Fruit  from  1899  to  the  Great  Depression.  Zemurray  emerges  as  a  buc¬ 
caneer  figure,  .scorned  by  the  proper  Bostonians,  but  generous  in  his 
philanthropy.  McCann  admired  that  crusty,  self-made  man.  After 
Zeiiiurray  came  the  parade  of  chief  executives,  Thomas  Cabot  (whose 
tenure  was  .short),  Zemurray  (for  a  temporary  rerun),  Kenneth  Red¬ 
mond  (a  longtime  United  Fruit  employee),  Thomas  Egbert  Sunderland 
(an  antitrust  lawyer  from  Standard  Oil  of  Indiana),  John  M.  Fox,  who 
McCann  thinks  was  the  best  of  the  lot  (from  Minute  Maid),  and  finally 
Black. 

Most  of  this  book  deals  with  United  Fniit  historv  during  McCann’s 
tenure  with  the  firm;  it  is  his  \  iew  from  the  public  relations  department. 
This  is  not  a  pleasant  story.  It  tells  of  insensitivity:  for  five  years  —  in 
the  late  195()s  —  the  company  in  ignorance  ran  adverti.sements  in  Cen¬ 
tral  America  that  were  considered  by  Latins  as  “graphic  representations 
of  colonialism.”  .McCann  claims  blatant  manipulation  of  U.S.  media,  in¬ 
cluding  the  New  York  Times.  The  book  maintains  that  from  19.53  to 
1960,  United  Fruit’s  “Newsletters”  on  Guatemala,  Honduras,  Costa  Rica, 
and  Panama  got  wide  circulation  so  that  “a  great  deal  of  the  news  of 
Central  America  which  appeared  in  the  North  American  press  was  sup¬ 
plied,  edited,  and  sometimes  made  by  United  Fruit’s  public  relations 
department  in  New  York.”  He  reports  that  in  the  early  1950s,  United 
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Fniit  was  wcll-conncctcd  in  Washington  (“the  government  got  what  it 
w  anted  through  the  use  of  the  company  and  the  company  got  what  it 
wanted  as  well”);  he  lists  the  people  with  whom  the  company  associated 
in  W'ashington  and  the  ones  who  were  “on  its  payroll,”  as  lawyers,  direc¬ 
tors,  or  consultants.  He  is  convinced  that  in  1954  United  Fruit  w’as 
‘  inx’olvcd  at  everv  level”  in  the  dow’ufall  of  Arbenz  in  Guatemala.  He 
reveals  what  he  knows  of  Robert  Kennedy’s  request  that  United  Fruit 
be  imolved  in  the  Bay  of  Pigs  invasion.  On  the  other  hand,  of  the  rest 
of  the  196()s  (w’hcn  McCann  was  in  a  better  position  to  know'),  there  is 
little  on  United  Fruit’s  relations  with  Washington.  Implicit  is  the  sug¬ 
gestion  that  Sunderland,  Fox,  and  Black  had  fewer  tics  in  the  nation’s 
capital. 

The  business  historian  interested  in  Central  America  w’ill  find  little  on 
the  196()s  that  is  new.  Central  American  politics  (except  for  the  Hon- 
niras-El  Salvadorian  war)  are  \irtually  omitted.  The  material  on  that 
war  is,  howex'er,  of  casual  interest.  The  book  gives  only  passing  informa¬ 
tion  on  the  impact  of  United  Fruit  on  Caribbean  economies. 

This  is  popular  sw'ashbuckling  hi.story,  but  the  business  historian  w'ill 
want  to  consider  some  of  McCann’s  insights.  We  learn  why  McCann 
thinks  Zemurray’s  attempts  at  diversification  failed  (the  “banana  men” 
were  committed  to  the  status  quo),  why  the  company  held  so  much  un¬ 
cultivated  land  (to  keep  it  from  competitors),  why  the  U.S.  govern¬ 
ment  in  the  195()s  took  antitrust  action  against  United  Fruit  (“to  cloud 
the  surface  appearance  of  the  administration’s  true  and  close  relation¬ 
ship”  with  the  company  —  a  curious  explanation,  to  say  the  least),  the 
problems  faced  by  Sunderland  in  1959  (new  competition  and  a  totally 
unre.sponsive  company),  Sunderland’s  actions  (boxed  fruit,  the  Valerie 
variety,  and  brand-name  marketing),  the  move  tow'ard  and  failure  in 
diversification  (A  &  W  Hoot  Beer,  frecze-dry  shrimp,  Del  Monte,  which 
slipped  away),  the  resistance  of  tropical  division  managers  to  ideas  that 
came  from  Boston,  the  att(*mpt  by  Fox  to  modernize,  then  the  details  of 
Eli  Black’s  raid  (fascinating  data  on  the  insider’s  reactions),  and  Black’s 
moves.  McCann  discovered  Black  w'as  an  “incompetent”  manager.  The 
decay  of  the  organization  under  Black  is  presented  with  sadness. 

This  book  often  smacks  of  stories  that  P.R.  men  tell  after  the  third 
.scotch  on  the  rocks.  It  is  highly  subjective.  While  it  should  be  read  by 
future  historians  of  United  Fruit,  it  in  no  way  substitutes  for  a  balanced, 
.scholarly  history,  which  remains  sorely  needed. 

O  0  • 
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INDUSTRIAL  ARCHAEOLOGY:  A  NEW  INTRODUCTION.  By 
Kenneth  Hudson.  Atlantic  Highlands,  N.J.,  Humanities  Press,  1977. 
Pp.  240.  $12.50. 

A  POCKET  BOOK  FOR  INDUSTRIAL  ARCHAEOLOGISTS.  By 
Kenneth  Hudson.  Atlantic  Highlands,  N.J.,  Humanities  Press,  1977. 
Pp.  vii  -f  134.  $4.50. 

INDUSTRIAL  ARCHEOLOGY:  A  NEW  LOOK  AT  THE  AMERI¬ 
CAN  HERITAGE.  By  Theodore  Anton  Sande.  Brattleboro,  Vermont. 
The  Stephen  Greene  Press,  1976.  Pp.  vii  +  152.  $18.95. 

Reviewed  by  Walter  J.  Heacock 
General  Director 

Eleutherian  Mills-Hagley  Foundation  f 

However  imprceise,  the  tenn  “industrial  revolution”  is  a  useful  label  , 
for  the  dramatie  ehanges  that  oeeurred  in  British  manufacture  and  com-  ' 
munieations  between  1760  and  1830.  Scholars  were  aware  of  these  de-' 
velopnients  even  while  they  were  taking  place,  and  the  study  of  industrialj 
history  had  an  early  beginning.  Within  recent  years,  a  (juite  different' 
approach  to  the  documentation  and  interpretation  of  early  industries  hasj 
developed  —  again  in  Britain  —  and  its  de.scriptive  tenn,  “industriar 
archaeology,”  is  also  controversial. 

Following  World  War  II,  there  was  a  growing  ijiterest  in  the  relics  o 
early  British  industry  and  a  slowly  evolving  recognition  of  their  value  ii 
understanding  the  nation’s  past.  Factories  and  mills,  bridges  and  canals 
engines  and  locomotives  began  to  attract  the  history  huffs  and  eventu¬ 
ally  the  academicians. 

In  1963  Kenneth  Hudson  published  the  first  hook  on  industrial  arehaij*- 
ology  with  a  .second  edition  appearing  in  1966.  This  third  edition,  7^- 
(lustridl  ArcUacolo^ij:  A  New  Introduction,  sums  up  the  sexeral  stages  <!)f 
development  that  began  with  “a  small  and  curiously  assorted  body  ■;)! 
pioneers”  devoting  a  considerable  amount  of  tim<*  to  locating,  measuring, 
photographing,  and  analyzing  the  physical  remains  of  yesterday’s  indiK- 
tries  (their  efforts  resulting  in  a  National  Register  of  Industrial  Moim- 
ments,  now  head(juartered  at  the  University  of  Bath)  and  was  followed 
by  a  remarkable  proliferation  of  hooks,  films,  adult  education  courses, 
and  some  recognition  by  library-hound  historians.  ’ 

Another  indication  of  popular  interest  in  industrial  archaeologv  is  the 
great  success  of  the  Iron  Gorge  Mu.seum  in  Coalhrookdale.  F'caturing 
Abraham  Darby’s  celebrated  “first  cast  iron  bridge”  across  the  Severji 
together  with  his  rehabilitated  ironworks  and  a  miscellany  of  industrial 
relics  at  Blists  Hill,  Iron  Gorge  Museum  is  one  of  the  world’s  most  exteij- 
siv’e  industrial  museums  and  one  of  the  most  heavily  visited  museums  i|i 
England. 

The  author  introduces  this  volume  with  a  caution,  (juoting  H.  j. 
Hahakkuk:  “This  essay  is  a  foray  into  the  debatable  borderland  between 
history,  technology  and  economics.  Any  who  sets  up  as  a  middlemai)|  is 
likely  to  provoke  the  traditional  mistrust  of  brokers  and  hodgers.”  ^ 

Hudson  considers  himself  a  popularizer  rather  than  an  academic.  Out 
he  is  the  acknowledged  authority  in  this  field,  and  he  has  written  an 
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excellent  history  and  guide  to  what  may  be  considered  the  fieldwork  for 
industrial  history.  His  chapters  addressed  to  definition,  value,  approach, 
records,  publications,  and  dociiincntation  provide  basic  instructions  for 
the  practitioners.  His  .specific  examples  are  splendidly  illustrated,  and  his 
recognition  that  succc.ssful  industrial  archacologv  requires  an  infonned 
intcrc.st  in  economic  and  social  historv  should  reassure  most  .skeptics. 

This  is  an  attractive  and  u.scful  hook,  with  valuable  appendixes,  bibli¬ 
ography,  and  gazetteer.  As  an  extra  dividend,  it  .should  provide  added 
pleasures  to  the  knowledgeable  traveler  in  Britain  who  mav  be  surfeited 
with  too  many  stately  homes,  castles,  and  cathedrals. 

A  Pocket  Hook  for  Indmtrml  Archacolof’H.s,  also  by  Kenneth  Hudson, 
has  little  to  offer  the  general  reader.  As  its  title  indicates,  it  is  a  reference 
book  and  a  working  tool  for  the  neophyte  industrial  archaeologist.  Less 
than  half  its  pages  are  devoted  to  text,  while  the  remainder  contain  an¬ 
notated  lists  of  museums,  libraries,  and  archives  of  spec'ial  value  to  those 
engaged  in  this  particular  aspect  of  industrial  history.  It  is  astonishing 
to  leani  that  there  are  ninetv-threc  transport  museums  in  the  Unite  l 
Kingdom  in  addition  to  seventeen  general  museums  of  science,  technol¬ 
ogy,  and  indu.stry.  The  author  suggests  that  the  number  exceeds  the 
need,  but  his  brief  descriptions  do  not  aderjuatelv  differentiate  those  of 
first  (jnality  from  those  with  very  little  to  offer. 

The  book  also  includes  a  compilation  of  museums  illustrating  the  his¬ 
tory  of  particular  industries,  including  a  mustard  museum  in  Norwich,  a 
typewriter  museum  in  Bouniemouth,  and  another  museum  in  Keswick 
devoted  to  the  historv  of  pencil-making  from  155S  to  the  present  dav! 
F'inally,  there  is  a  list  of  organizations  and  institutions  activelv  invoKc'd 
in  industrial  archacologv  and  a  chronological  list  of  kev  inventions  and 
technological  developments  in  the  major  industries. 

In  a  brief  introduction,  Hudson  recognizes  that  “what  still  remains  of 
yesterday’s  industry  and  transport  has  been  pretty  thoroughlv  located 
and  sifted,”  and  that  in  the  future  the  industrial  archaeoh)gist  must 
turn  his  attention  to  the  relics  of  the  “Second  Industrial  Hcvolntion,” 
which  is  based  on  elcctricitv  and  petroleum.  He  also  prophesies  a  more 
humanistic  interest  in  the  role  of  the  worker. 

Literature  on  industrial  archeology  has  not  been  as  extensive  iu  the* 
United  States  as  in  England,  but  Industrial  Archaeology:  A  New  Look 
at  the  American  Heritage  by  Theodore  Anton  Sande  provides  a  hand¬ 
some  introduction  for  the  general  reader.  In  appearance,  it  is  similar  to 
the  new  edition  of  Kenneth  Hudson's  Imhi^drial  Archaeology  and  to  an 
earlier  volume  by  Brian  Bracegirdle  entitled  The  Archaeology  of  the 
Industrial  Revolution.  All  three  would  grace  a  coffee  table  with  their 
well-designed,  well-illustrated,  and  large  format.  Morc'over  all  three; 
make  important  statements  about  the  significance  of  dcK-umcnting  and 
understanding  the  industrial  past. 

Sande  was  one  of  the  founders  of  the  ScK'iety  for  Industrial  Archae¬ 
ology  and  served  as  its  first  president.  He  has  not  attempted  to  give  us 
a  broad  historv  of  the  organization  or  a  detailed  statement  about  the 
pre.sent  state  of  this  relatively  new  discipline  in  the  United  States.  In  a 
very  helpful  appendix,  which  could  very  well  have  served  as  an  intro¬ 
duction,  the  author  does  e.xplain  the  practice  of  industrial  archaeology 
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and  gives  a  very  brief  statement  about  the  Historic  American  Engineer¬ 
ing  Record  (HAER),  which  promises  to  be  the  most  ambitious  effort 
ever  undertaken  to  document  industrial  history  tlirough  field  study. 

This  is  a  sampler,  not  a  textbook.  The  author  has  selected  forty-six 
examples  of  industrial  sites  from  across  the  country  and  has  briefly  de¬ 
scribed  them,  supported  by  maps,  drawings,  and  excellent  photographs. 
His  choices  range  from  the  beautiful  Tunkhannoc-k  \'^iaduet  in  Pennsyl- 
\’ania  to  the  wreck  of  a  gold  dredge  in  Oregon,  from  a  simple  gristmill  in 
West  X’irginia  to  the  elcven-mile-long  railroad  trestle  across  the  Great 
Salt  Lake.  An  appendix  provides  brief  descriptions  of  360  additional 
sites,  most  of  which  are  from  the  HAER  files. 


THE  RUSSIAN  ROCKEFELLERS:  THE  SAGA  OF  THE  NOBEL 
FAMILY  AND  THE  RUSSIAN  OIL  INDUSTRY.  By  Robert  W. 
Tolf.  Stanford,  California,  Hoover  Institution  Press,  1976.  Pp.  xv  + 
269.  $14.95. 

Reviewed  by  Muriel  E.  Hidy 
Belmont,  Massachusetts 

In  se\cnlcen  short  chapters  of  a  tightly  written  book,  Robert  W.  Tolf 
reviews  the  role  of  the  Nobel  family  in  the  economic  development  of 
Russia.  .Most  of  the  pertinent  busine.ss  papers  were  destroyed,  and  the 
author  footnotes  lightly,  but  his  book  is  based  on  a  wide  variety  of  printed 
sotirccs  and  a  judicious  u.se  of  .significant  private  papers.  Twenty-two 
pages  of  illustrations  and  two  maps  give  the  reader  glimpses  of  men,  fac¬ 
tories,  derricks,  means  of  oil  transport,  the  extent  of  Nobels’  storage  and 
mark  'ting  network  in  Russia,  and  the  geography  of  productive  Baku. 

I  'I'he  three  Nobel  brothers,  Robert,  Ludwig,  and  Alfred,  were  well 
trai  led  for  business.  In  1842,  with  their  .strong  mother,  they  rejoined 

} •their  in\('’*tive  f  ither,  Iininanuel,  who  had  emigrated  from  Sw’e:lcn  five 
fycars  earlier.  For  two  decades  he  was  a  sueecssful  manufaeturer  in  Petens- 
burg.  Russia,  spcciali/ing  in  .steam  engines.  The  goveniinent  financed 
his  res('arch  in  land  and  underwater  mines,  utilized  in  the  Crimean  War, 
and  rcw'ardcd  him  with  honors.  Meanwhile,  the  brothers  gained  pro¬ 
ficiency  in  languages.  The  two  eldest  specialized  in  engineering,  Alfrc'd 
studied  chemistry.  All  gained  experience  in  their  father’s  factor)’. 

Following  Immanuer.s  bankiuptey  in  18.59,  in  part  caused  by  a  change 
in  go\ernment  policy,  the  brothers  went  .separate  ways  until  united  in  tlie 
oil  industry.  Alfred  invented  dynamite  in  Sweden  and  earned  an  inter¬ 
national  financial  reputation.  Ludwig  started  a  factory  in  Petersburg, 
emphasizing  the  production  of  guns.  Robert,  the  eldest  brother,  after 
.several  unsuccessful  ventures,  almost  stumbled  into  the  oil  industry. 
Using  funds  intended  for  supplies  for  the  Petersburg  factory,  he  aeejuired 
a  refineiy  in  Baku.  His  brothers  joined  in  the  investment. 

The  author  gives  the  business  historian  a  vivid  case  study  of  the  evolu¬ 
tion  from  a  sueecssful  refinery  into  a  large  integrated  oil  business.  Per¬ 
sonal  factors,  differences  of  opinion  among  the  brothers,  Robert’s  de¬ 
parture  from  Baku,  and  the  increased  participation  of  Ludwig,  were 
paralleled  by  changes  in  busine.ss  organization,  financial  policy,  and  tech- 
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niqucs  of  operation.  The  Nobel  Brothers  Petroleum  Production  Company 
was  organized  in  1879,  three  years  before  the  Standard  Oil  Company 
(New  Jersey).  Ludwig  studied  the  oil  industry  of  the  United  States,  but 
he  brought  to  that  of  Russia  his  own  inventive  abilities  in  the  adoption 
of  pipe  lines,  the  development  of  barges,  tank  ears,  and  espeeially  tank¬ 
ers,  and  the  early  utilization  of  eontinuous  distillation. 

W  hile  tln‘  author’s  di.seussion  of  the  oil  wars  and  temporary  peace 
treatii's  among  larg(*  corporations  of  several  nations  is  dramatic,  it  is 
here  that  some  points  might  be  (juestioned.  To  simplify,  he  uses  the 
name  Standard  Oil  looselv,  almost  ignoring  the  strong  national  leaders  of 
its  Kuropean  affiliates.  Since  for  the  Russians,  kerosene  was  almost  a  by¬ 
product  of  the  large  production  of  fuel  oil  for  Russia’s  railroads  and  fac¬ 
tories,  the  implication  that  Standard  Oil  was  usually  the  priee-entter  in 
kerosene,  eurrentlv  its  major  product,  seems  (juestionahle. 

Unlike  the  Rockefellers,  Ludwig  supplied  a  .second  generation  of 
leadership  for  the  oil  industr\\  His  .son,  Emanuel,  a  naturalized  Russian, 
showed  capacity  to  select  men  and  to  delegate.  He  rose  to  Ic'ad,  inodi'rn- 
ize,  and  expand  Nobels’  properties  to  control  about  50  per  cent  of  the 
Russian  oil  industrv.  Heads  of  departments,  such  as  Karl  Wilhelm 
Hagelin  and  Hans  Ol.seii,  played  major  roles.  Emanuel’s  brother,  Gus- 
ta\’,  was  brought  forward  in  the  oil  industry,  while  delegation  of  authority 
to  other  brothers  in  the  I’etersburg  factory  was  not  as  eomph  te. 

'I’lie  last  chapters  will  appeal  to  readers  of  diverse  interests.  Nolx'ls’ 
eontrihution  to  better  labor  eonditious  and  .social  services  inehided  the 
surgical  work  of  Ludwig’s  daughter.  Temporarily,  Nobel  securities  were 
aHeeted  by  bach(*lor  .Mfretl’s  leaving  his  large  fortune  to  establish  prizes, 
and  later  by  the  ferment  in  the  Haku-Batum  oil  region  in  1902-1906. 
These  tlistiirbances,  then  war  and  revolution,  changed  the  ownership  of 
oil  properties.  In  1911  the  Rothschilds,  who  had  worked  clo.selv  with 
the  Nobels,  .soKl  out  to  Royal  Dutch  Shell.  In  1918  all  the  Nobels’  hold¬ 
ings  in  Russia  were  coiifi.scated,  and,  after  eighty  years,  the  family  re¬ 
turned  west.  The  serjuel  includes  its  members’  participation  in  oil  in 
Roland  with  Standard  Oil,  and  that  old  rival’s  departure  from  its  policy 
of  not  investing  in  politicallv  uncertain  Rus.sia  by  buving  a  large  portion 
of  Nobels’  oil  shares. 

The  book  merits  careful  readers.  Wdiile  .some  may  find  the  author’s 
praise  of  the  men  he  is  analyzing  exces.sive,  he  has  demonstrated  that  the 
Nobels  were  a  gifted,  energetic,  and  productive  family  contributing  in 
many  fic‘lds.  'I'lie  author’s  comparison  of  the  oil  industrv  in  Russia  with 
that  of  the  United  States  is  interesting,  and  he  gives  infonnation  on  the 
three*  Nobel  brothers  to  enable  the  reader  to  contrast  them  with  the 
Rockefeller  brothers  of  the  same  generation,  John  D.,  William,  and 
Frank. 
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CHINA’S  ECONOMY  AND  THE  MAOIST  STRATEGY.  By  John 
G.  Gurley.  New  York,  Monthly  Review  Press,  1976.  Pp.  ix  +  325. 
$15.00. 

Reviewed  by  John  K.  Fairbank 
Professor  of  History 
Harvard  University 

The  cliief  gap  in  China  studies  is  between  the  contemporary  revolution 
and  the  long  historical  background  that  lies  behind  the  pre-liberation 
decades  of  weak  government,  militarist  exploitation,  Japanese  invasion, 
and  peasant  suffering.  Behind  these  disasters  of  the  eiwly  twentieth 
centuiy',  which  still  sanction  the  new  order  of  today,  there  are  several 
things  still  inade(juatcly  understood,  such  as,  the  apparent  prosperity  of 
the  early  eighteenth  century  and  the  enomious  population  growth  that 
came  with  it.  Another  anomaly  just  beginning  to  be  studied  is  the  pro¬ 
liferation  and  complexity  of  domestic  trade  and  commercial  institutions 
in  the  eighteenth  and  nineteenth  centuries  of  which  the  Canton  trade 
was  an  offshoot  and  index.  The  gap  is  created  by  the  fact  that  students 
of  contemporary  China  .seldom  if  ever  have  time  to  study  pre-modem 
China,  where  the  imperial  bureaucraev  and  ruling  class  expounded  C>)n- 
fucianism  while  the  larger  merchant  class  piirsued  material  profit.  W'hat 
were  the  unresolwd  tensions  and  institutional  conflicts  that  led  to  the 
modern  revolution? 

John  G.  Gurley  recounts  the  Maoist  success  story  as  a  professed 
Marxist  in  rather  bland  and  persuasive  terms  that  leave  one  feeling  that 
a  good  deal  of  assimilation  has  occurred  between  Marxist  and  non-NIarxist 
c'conomists.  In  this  collection  of  articles  his  chapters  on  “Maoist  Economic 
Development”  and  “The  Formation  of  Mao’s  Economic  Strategy  1927- 
1949”  .seem  less  problem -oriented  analyses  than  simply  narratives  in  gen¬ 
eral  tenns  acceptable  both  in  China  and  abroad.  In  brief  compass,  of 
course,  it  is  not  easy  to  recapt.ire  the  acuteness  of  policy  stmggles  and 
creative  experiments.  The  stor\'  comes  out  rather  like  toothpaste  on  a 
brush.  The  reason  is  that  this  is  a  mainline  account  witli  the  policy  op¬ 
ponents  and  dissidents  pretty  much  filtered  out.  The  institutions  ham¬ 
mered  out  on  the  anvil  of  revolution  are  prc.sented  to  us  without  our 
hearing  the  hammer  blows  or  seeing  the  sparks  living. 

A  hundred-page  chapter,  “China’s  Economy  through  Books,”  provides 
book  reviews  of  some  twentv-cight  works  on  the  modern  economy  —  a 
judicious  ovcrv’iew  of  the  field  that  finds  rather  little  to  condemn  other 
than  the  egretiious  imperialists  who  think  C'hina  should  remain  a  sup¬ 
plier  of  agricultural  prodticts. 

Mr.  Curley’s  most  interesting  contribution  is  the  contrast  in  the  starting 
points  of  Russia  and  China  in  their  modem  rev'olutions.  The  Russians 
lacked  both  theory  and  practice,  and  bv  being  first  had  to  break  the 
trail.  The  Bolshevik.s’  strength  was  confined  to  the  cities  and  almost 
destroyed  by  civil  war  at  the  v'eiy  beginning.  They  lacked  trained  cadres 
and  even  continuitv  of  leadership  when  Lenin  left  the  scene.  The  con¬ 
trast  with  the  Chinese  ca.se  is  plain,  and  Mr.  Curlev  makes  the  most  of 
it.  But  as  the  Chinese  conditions  require  different  solutions  and  as  Mao 
begins  to  deviate  from  the  Soviet  model,  we  are  not  given  any  particular 
understanding  of  the  stresses  and  .strains  this  imposed  on  Marxism- 
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Leninism.  The  Chinese  simply  go  their  own  way  and  what  a  Marxist  or 
anyone  interested  in  ideology  is  to  think  about  it  is  not  pursued.  Ques¬ 
tions  of  political  faith  do  not  seem  to  be  in\olved,  perhaps  because 
Marxist  economies  arc  not  Marxist  polities. 

Mr.  Guriev  adduces  one  arresting  idea:  “From  the  standpoint  of  the 
ruling  classes,  poverty  mav  not  be  a  failure  but  a  prere(iuisite  for  their 
aeemnulation  of  wealth,  their  privileges,  and  their  social,  political,  and 
economic  domination”  (232).  He  secs  peasant  misery  pre-liberation 
as  due  “not  only  to  the  inherent  difficulty  of  raising  millions  of  people 
out  of  abject  poverty  during  a  century  of  violence  but,  more  important, 
to  the  almost  complete  lack  of  interest  by  the  Chinese  governments  and 
foreign  inxestors  in  doing  an\'  such  thing.  The  peasants  remained  poor 
in  large  part  because  poxerty  serx’ed  a  purpose;  or  at  best  because  it 
did  not  prevent  the  wealthier  classes  from  extracting  the  economic 
surplus  of  the  countryside.”  Is  this  a  new  point  or  merely  what  one 
would  normally  expect  of  a  ruling  clas.s?  No  examples  arc  offered  to 
make  the  point  .stick. 

The  neat  picture  that  Mr.  Gurley  presents  of  170  million  families  form¬ 
ing  .5  million  teams  in  750,000  brigades  under  50,000  communes  in  2,000 
counties  would  be  more  significant  against  an  historical  background,  like 
the  early  Ch’ing  organization  of  families  in  U  and  chia  to  perform  local 
state  services  and  in  pao  and  chia  for  mutual  surveillance  and  responsibil¬ 
ity.  The  Maoist  success  stor)’  comes  partly  out  of  China’s  past  where  the 
T’ang,  the  Sung,  the  Ming,  and  the  Ch’ing  all  had  their  organizational 
success  stories  too.  But  tins  historical  perspectixe  is  missing,  and  xve 
are  left  xvith  a  Maoist  triumph  that  has  fexv  ingredients  from  China’s 
long  past  and  yet  basic  differences  from  the  Soviet  model. 

Is  the  C^hiuese  mod(‘I  diffiisibU-?  Mr.  Gurley  discusses  the  chances, 
listing  many  countries  by  categories,  but  confesses  after  all  (310)  that 
“the  Chinese  system  of  economic  development  is  difficult  to  identify” 
bceau.se  it  is  an  amalgam  made  by  Maoists  and  anti-Maoists  in  opposi¬ 
tion.  In  the  end,  he  gix’es  us  no  grasp  of  the  continuing  problems  and 
the  forces  xvithin  the  People’s  Republic  that  xvill  continue  to  be  locked 
in  struggle  as  nexv  problems  continue  to  arise. 

o  o  o 

SHANGHAI  OLD-STYLE  BANKS  (CHTEN-CHUANG)  1800-1935. 
By  Andrea  Lee  McEIderry.  Ann  Arbor,  University  of  Michigan,  1976. 
Pp.  via  -4-  230.  $3.00,  paperback. 

Reviewed  by  Wellington  K.K.  Chan 
Assistant  Professor  of  History 
Occidental  College 

.Although  somexvhat  unpolished  in  organization  and  style,  this  is  none¬ 
theless  a  lucid  account  of  the  ch'ien-chuang,  the  major  traditional  finan¬ 
cial  institution  in  nineteenth-  and  earlv-twentieth-eentury  China.  Andrea 
Lee  McEIderry  has  depended  heavily  on  the  invaluable  Chinese  collec¬ 
tion,  Shang-hai  ch’icn-chuang  .shih-Uao  (Shanghai,  1961),  to  place  the 
ch'ien-chuang  in  the  context  of  rapid  political  and  economic  changes  dur- 
the  entire  period  of  Western  domination  in  China.  She  does  not  treat 
these  traditional  banks  as  an  economic  process;  economists  and  business 
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historians  may  be  disappointed  by  the  absence  of  graphs  or  statistical 
tables.  Instead,  she  has  succeeded  in  analyzing  several  issues  of  interest 
to  institutional  and  social  historians. 

After  an  opening  discussion  on  the  different  types  of  financial  orga¬ 
nizations,  clarifying  the  confusing  nomenclature  and  defining  their  func¬ 
tions,  the  author  proposes  two  major  premises  about  the  Chinese  financial 
and  business  world.  First,  that  it  remained  personalized  and  traditional, 
with  its  stnicture  and  practices  unchanged;  and  second,  that  its  basic 
strength  allowed  the  Chinese  merchants  to  compete  effectively  with  the 
foreign  bankers  and  traders,  who  could  not  penetrate  the  Chinese  market 
beyond  the  treaty  ports. 

Such  an  analysis  is  not  new.  Rhoads  Murphey,  Tom  Rawski,  and 
others  have  argued  similarly.  But  McElderry  lends  depth  and  new 
insights  into  these  arguments  by  showing  how  the  ch’ien-chuang,  like 
compradors  on  the  individual  level,  facilitated  the  co-cxistence  of  Western 
and  Chine.se  trading  systems.  These  traditional  banks  then  financed  their 
own  growth,  and  that  of  the  domestic  and  export  markets,  by  tapping 
the  larger  capital  resources  of  the  foreign  bankers.  The  conserjuent 
dependence  on  foreign  credit,  however,  placed  the  Chinese  economy 
on  shakv  foundations.  Thus,  many  overextended  ch'icn-chnang  were 
brought  down  when  foreign  bankers  recalled  or  withheld  credit,  creating 
several  financial  crises  during  the  Ch’ing  period. 

Yet  the  foreign  bankers  had  no  clear-cut  domination.  By  maintaining 
unitv,  by  threatening  to  halt  all  trade,  and  by  influencing  governmental 
support,  the  ch’ien-chuang  preserved  its  strength  and  profitability.  Even 
the  imperial  government  came  to  depend  on  it  more  and  more  because 
of  its  role  in  channeling  cu.stoms  receipts  to  foreign  creditors.  In  short, 
the  foreign  bankers,  the  Chinese  government  and  the  ch’ien-chuang 
existed  symbiotically. 

Decline  of  the  ch’ien-chuang  set  in  during  the  I92().s  and  I93()s  because 
the  new  national  government  favored  modem  banks  and  tried  to  develop 
a  modem  financial  system.  The  centralization  of  siK'cr  dollar  holdings, 
the  adoption  of  uniform  currency,  and  the  monopoly  of  note  issuance  by 
government  banks  are  examples  of  government  reforms  that  helped  the 
modem  banks  at  the  expense  of  the  traditional.  Civil  wars,  the  loss  of 
Manchuria  to  the  Japanese,  and  the  world  depression  of  the  I93()s 
added  to  the  ch’icn-chuang’s  woes.  Cooperative  efforts  by  guild  leaders 
in  setting  up  reserx’c  funds  and  a  research  society  sk)wcd  down  but 
could  not  prevent  its  collapse. 

Why  were  the  ch’ien-chuang  leaders  .so  ineffectual  in  preventing  its 
demise?  The  author  believes  that  they  were  politically  isolated  or  un¬ 
involved.  Officials  who  assumed  banking  posts  were  usually  officials  first, 
while  bankers  who  became  officials  usually  went  into  modem  banking. 
She  argues  that  even  those  traditional  bankers  who  contributed  money 
to  the  1911  Revolution  did  so  without  ideological  commitment,  but  out 
of  .self-intere.st  (77,  114,  121).  This  was  indeed  the  attitude  among  the 
Chinese  merchant  class  as  a  whole.  But  to  extrapolate  from  these  few 
examples  and  conclude  that  these  conserx'ative  merchant  leaders  were 
politically  inept  .seems  simplistic.  After  all,  Chiang  Kai-shek  himself 
mingled  in  their  midst  and  stmek  up  many  a  friendship  with  these 
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leaders.  The  traditional  Chinese  bankers  were  not  inept  or  naive  polit¬ 
ically.  They  were  far  less  successful  in  fighting  political  battles  in  the 
193()s  than  in  the  19()()s  because  Chinese  modem  banks  had  replaced 
the  foreign  banks  as  their  adversaries,  so  that  the  forces  of  nationali.sm 
and  patriotism  were  no  longer  with  them.  McElderrv  is,  howcN’er,  correct 
in  suggesting  that  the  ch’icn-chuang  hankers,  like  all  Chine.se  merchants, 
had  little  political  power.  Why  this  was  so  is  an  intriguing  question  that 
remains  to  he  tackled. 


WOMAN-WORK:  WOMEN  AND  THE  PARTY  IN  REVOLU¬ 
TIONARY  CHINA.  By  Delia  Davin.  New  York,  Oxford  University 
Press,  1976.  Pp.  xii  -f  244.  $15.00. 

Reviewed  by  Chu-yuan  Cheng 
Professor  of  Economics 
Ball  State  University 

The  hook  under  review  is  concerned  with  the  changing  roles  of  women 
in  Chinese  .societv  after  the  Communist  Revolution  in  1949.  The  author 
set  out  to  trace  the  development  of  women’s  liberation  in  C]hina,  to 
identify  its  problems,  and  to  assess  its  achievements.  The  work  is  more 
an  anthropological  and  sociological  study  than  an  economic  analysis. 

The  work  falls  into  five  lengthy  chapters,  the  first  of  which  is  devoted 
to  a  description  of  the  Communist  policy  towards  women  in  the  period 
of  the  Kiangsi  Soviet,  the  anti-Japanese  war  and  the  civil  war.  These 
early  experiments,  as  the  author  sees  it,  seemed  to  he  a  laboratory  for 
soc'ial  change  in  later  years.  Chapter  two  traces  the  histoiy  of  the 
W’omen’s  Federation,  which  has  directed  the  Chinese  women’s  movements 
since  1949.  The  fluctuations  of  the  women’s  movement  in  the  1950s  is 
explained  as  the  consequence  of  changes  in  econornie  polieies,  since 
radical  economic  policies  always  generate  rapid  .social  changes  and  in¬ 
spire  the  women’s  movement,  while  conservative  ones  .serve  as  a  brake  on 
it.  Chapter  three  analyzes  the  difficulties  of  introducing  a  new  style  of 
marriage  and  family  life  to  the  conservative  Chinese  counti'vside.  Al¬ 
though  much  has  changed  in  the  rural  areas,  there  are  still  basic  institu¬ 
tional  harriers  that  inhibit  the  implementation  of  the  new  marriage  law 
offieiallv  in.stituted  in  1950. 

The  other  two  chapters  are  more  interesting  to  economists.  They  dis- 
ctiss,  respectively,  the  life  of  women  in  the  countryside  and  in  the  towns. 
The  effects  of  land  refonn  and  collectivization  t)n  women’s  economic 
positions,  and  the  conflict  between  dome.stic  and  outside  work  and  the 
discriminatory  practices  in  wage  and  job  opportunti'\s  between  the  two 
.sexes  an*  discussed  in  detail.  Despite  numerous  official  claims  of  im¬ 
provement  in  the  fate  of  women,  the  author  contends  that  women  in 
China  are  still  a  long  way  from  economic  etpiality  with  m'm. 

One  major  conclusion  arising  from  the  study  is  that  if  one  follows 
Engels’  position  that  “the  emancipation  of  women  will  only  be  possible 
when  women  can  take  part  in  production  on  a  large,  social  scale  and 
domestic  work  no  longer  claims  anything  hut  an  insignificant  part  of  her 
time,”  then  the  Chinese  women  are  still  far  from  becoming  emancipated. 
In  non-agricultural  occupations,  women  in  China  represented  less  than 
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oiic-fifth  of  all  workers  and  employees.  In  the  countryside,  they  ac¬ 
counted  for  only  one  quarter  of  total  work-points  allocated  by  the  agri¬ 
cultural  cooperatives  all  over  China  (149).  In  contrast,  rural  women  in 
the  Soviet  Union  contributed  55.5  per  cent  of  the  total  labor  inputs 
measured  in  man-hours  in  1959. 

Moreover,  many  new  innovations  introduced  by  the  Communists  during 
the  past  26  years  such  as  the  street  committees  and  neighborhood  fac¬ 
tories,  which  ha\e  reecixed  wide  acclaim  in  foreign  presses,  arc  viewed 
by  the  author  as  .short-term  expedients  but  long-term  detriments  for  the 
independence  of  women.  Street  committee  work,  being  voluntar)',  docs 
not  eo’ifer  eeononiie  independence  and  even  women’s  employment  in 
the  neighborhood  factories  brings  in  less  income,  less  job  security,  and 
fewer  fringe  benefits  than  a  regular  job.  “The  danger  of  such  develop¬ 
ments  is  that  they  may  become  institutionalized.  If  this  happened,  a 
larger  proportion  of  urban  women  would  he  excluded  from  the  most 
pro  luetive  and  rewarding  .sector  of  economic  activity”  (197). 

The  book  is  well-documented  and  provides  many  insights  into  the 
women’s  movement  in  China.  Much  of  this  is  still  unknown  to  the  out¬ 
side  world.  It  suffers,  however,  from  .several  drawbacks. 

First,  the  studv  concentrates  primarilv  on  the  experiences  of  the  195()s 
and  touches  onlv  pi*ripherallv  on  developments  in  the  early  196()s.  In 
\iew  of  the  drainatie  ri.se  to  power  of  Chiang  Ching  and  the  large-scale 
promotion  of  women  cadres  in  the  Party  organization  in  the  wake  of  the 
Cultural  Hevohition,  the  roles  of  women  in  the  197().s  mav  differ  signif¬ 
icant!  v  from  those  in  the  195().s.  An  up-to-date  analysis  seems  more 
\  alu  ihle  for  the  assessmcMit  of  women’s  roles  in  contemporan’  China. 

Secotidlv,  unlike  N.  T.  Dodge’s  Wotuen  in  the  Socict  Ecouottiif  (The 
Johns  Hopkins  Press,  1966),  the  .study  lacks  systematic  analysis  of 
women’s  roles  in  Chinese  education,  and  in  economic  and  scientific  de¬ 
velopment. 

Finally,  the  author’s  decision  to  use  the  Ilanyu  Pinvin  .system  of  ro- 
mani/ation  of  names  instead  of  adopting  the  conventional  Wade  system, 
which  is  still  used  by  Chinese  official  publications  .such  as  Pekins^  Review 
and  Ch'U'i  Reconstructs,  creates  many  tinneeessarv  confusions.  Under  the 
Hanyii  Pinyin,  Mao  T.se-tung  becomes  Mao  Zedong  and  Chu  Teh  be- 
(.•omes  Zlni  De.  TIk'  confusion  is  sometimes  aggravated  when  the  author 
uses  two  romanizations  for  the  name  of  the  same  place  as  in  the  ease 
of  Kwangtung  which  was  first  romanized  as  Kuangdong  on  page  68  and 
then  as  Guangdong  on  page  87.  Readers  who  are  unfamiliar  with  the 
Ilanyu  Pinyin  may  confront  some  difficulties  in  identifying  provinces, 
countries,  and  even  prominent  leaders. 

e  o  0 
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EARLY  INDIAN  ECONOMIC  HISTORY.  By  R.N.  Saletore.  Totowa, 
N.J.,  Rowman  and  Littlefield,  1975.  Pp.  xv  +  859.  $27.50. 

Reviewed  by  Thomas  R.  Trautmann 
Professor  of  History 
The  University  of  Michigan 

This,  the  most  recent  of  H.N.  Saletore’s  several  hooks  on  ancient  Indian 
history,  is  an  encyclopedic  sur\’ey  of  the  ancient  Indian  economy  from 
the  middle  of  the  third  milleninm  B.C.  to  the  seventh  centurv  A.D.  The 
dust  jacket  tells  us  to  look  for  a  secjuel,  which  will  hrinj'  the  study  to 
the  beginning  of  the  nineteenth  centurv. 

The  hook  is  organized  topically:  the  geo-economic  background  (Chap¬ 
ter  I)  and  early  external  eommercial  contacts  (II);  a  commodity-hy-com- 
modity  discussion  of  ancient  Indian  imports  (III)  and  exports  (IV);  a 
port-to-port  description  of  sea  routes  (V)  and  land  routes  (VI);  markets, 
prices,  and  state  control  (VII);  land  and  agricultural  problems  (VIII); 
corporations,  i.c.  guilds  and  partnerships  (IX);  and  currency,  exchange, 
and  hanking  (X).  The  aneient  Indian  economy  was,  of  course,  a  pre- 
dominantlv  agrarian  one,  and  it  is  somewhat  surprising  that  this  aspect 
of  it  is  given  only  a  single  chapter,  toward  the  end.  That  apart,  the 
nearly  700  pages  of  text  certainly  can  he  said  to  co\er  the  ground. 

Both  for  its  topical  organization  and  for  its  sheer  hulk  this  hook  is 
most  likely  to  he  used  as  a  work  of  reference,  an  index  to  the  facts  rather 
than  a  comprehensive  interpretation  of  early  Indian  economie  history, 
and  this  seems  to  have  been  its  author’s  purpose.  The  .specialist  in  Indian 
history  will  use  it,  I  trust,  critically;  hut  the  non-specialist  needs  he 
wanu'tl  that  there  are  .serious  defects  in  it. 

Of  Salctorc’s  chronological  framework  the  most  charitable  thing  that 
may  he  said  is  that  the  author  adheres  to  the  more  ancient  dates  for 
Indian  sources  that  some  .scholars  of  an  earlier  generation  preferred. 
I'hus  he  puts  the  oldest  extant  Indian  dwument,  the  hvmn-collection 
called  the  /Ig  Veda,  at  2.500  B.C.,  whereas  the  contemporary  consensus 
brackets  it  between  1500  and  1200  B.C.  Being  a  thousand  years  out  of 
step  is  had  enough,  hut  he  provisionally  dates  the  great  epic,  the 
Mahdhlulrata,  even  earlier,  namely  3200  B.C.,  whereas  the  war  that  it 
celebrates  cannot  have  oceured  much  earlier  than  1000  B.C.,  and  the 
epie  text  itself  reached  the  fonn  in  which  we  now  have  it  only  by  400 
A.l).  As  to  the  Arthasd-sira,  an  iinportant  treatise  on  statecraft  upon 
whieh  this  hook  relics  heavily,  Si  letore  aecepts  its  traditional  ascription 
to  the  minister  of  the  first  Mauryan  emperor  (e.  321  B.C.),  hut  ignores 
strong  evidence  that  the  text  as  we  iiave  it  was  compiled  in  c.  1.50  A.D. 
The  chronology  of  Indian  texts  is  maddeningly  difRcult  to  determine  and 
tedious  to  discuss,  hut  it  is  fundamental  to  historical  analy.sis.  An  out¬ 
landish  chronology  such  as  Salctore’s  plays  hob  with  the  historian’s  objec¬ 
tive,  putting  effect  before  cause  and  throwing  the  Indian  data  “out  of 
sync”  with  the  more  .securely  dated  Grtco-Roman  and  Chinese  evidence 
on  India’s  foreign  trade. 

Other  problems  arise  from  the  heavy  reliance  on  the  Artha.sdstra.  It  is 
inevitable  that  this  remarkable  text  should  he  the  centerp’ece  of  a  dis¬ 
quisition  on  ancient  Indian  economy,  for  it  has  much  to  say  on  matters 
we  call  economic,  and  it  is  nearly  alone  in  doing  so  among  the  surviving 


BOOK  REVIEWS  .545 


writings  of  ancient  India.  (Indeed,  a  non-specialist  seeking  a  coherent 
picture  of  the  Indian  economy  should  read  it,  in  R.P.  Kangle’s  transla¬ 
tion.)  However,  one  should  know  that  this  is  a  work  of  prescription 
rather  than  description.  It  tells  the  king  how  he  should  manage  the 
affairs  of  state,  including  the  regulation  of  commerce  and  agrarian  rela¬ 
tions;  it  does  not  report  actual  conditions,  as  the  unwary  reader  of  Sale- 
tore’s  book  is  apt  to  assume.  Beyond  this,  it  would  not  be  too  much  to 
ask  of  ancient  historians  to  cleave  to  the  maxim,  “It  takes  at  least  two 
cases  to  generalize.”  Salctorc’s  discussion  of  state  price-fixing,  surely  a 
a  matter  of  great  interest,  contains  a  particularly  flagrant  example  of  gen¬ 
eralizing  from  a  single  .source.  Unlike  the  Roman  practice,  he  tells  us, 
in  India  state  control  over  prices  “extended  to  all  commodities  and  made 
no  distinction  in  its  application  to  either  l(K‘alities  or  classes  of  people 
as  it  was  of  universal  application”  (456).  I  do  not  believe  that  the 
Arthasdstra,  on  which  it  is  based,  supports  so  .sweeping  a  statement;  hut 
in  any  case,  other  Indian  sources  that  Saletore  himself  cites  assume  that 
merchants,  not  the  king’s  men,  put  prices  on  their  goods  (e.g.  Narada, 
p.  439).  Saletore’s  treatment  of  this  subject  in  general  brings  out  very 
well  the  strong  urge  for  royal  regulation  of  prices  to  protect  the  public 
interest,  as  well  as  the  tradesman’s,  but  he  assumes  a  greater  homogeneity 
in  Indian  practice  from  place  to  place,  and  a  much  more  interventionist 
state,  than  the  texts  taken  as  a  whole  will  support. 

If  one  is  well  aware  of  these  pitfalls  —  an  overly  generous  dating  of 
Indian  .sources  that  particularly  affects  the  earlier  ones,  a  tendency  to 
prefer  the  Arthamsira  to  all  other  sources  and  to  take  its  prescriptions 
as  fact  —  the  book  certainly  has  its  usefulness,  used  gingerly,  as  a  con¬ 
venient  source  of  data.  And  it  will  be  so  used,  whatever  reviewers  may 
say  of  it,  for  it  is  the  only  book  of  its  kind  and  scope.  More’s  the  pity, 
for  the  tnith  is  that  although  good  monographic  works  exist,  the  economic 
history  of  early  India  as  a  whole  has  yet  to  be  written. 


PARTNER  IN  EMPIRE:  DWARKANATH  TAGORE  AND  THE 
AGE  OF  ENTERPRISE  IN  EASTERN  INDIA.  By  Blair  B.  Kling. 
Berkeley,  University  of  California  Press,  1976.  Pp.  xi  -t-  276.  $12.50. 

Reviewed  by  Ralph  B.  Price 
Professor  of  Economics 
Western  Maryland  College 

Calcutta  enjoyed  a  short  period  of  less  than  two  decades  of  indigenous 
economic  development,  a  period  when  the  dream  of  becoming  a  model 
of  biracial  participation  was  personified  in  particular  bv  the  innovative 
brilliance  of  Dwarkanath  Tagore  (1794-1846).  Rlair  Kling  traces  the 
history  of  his  meteoric  rise  to  great  riches  through  his  brilliant  and  inde¬ 
fatigable  creativity  in  the  establishment  of  business  films  to  develop 
trade  and  industry  in  Calcutta.  Through  careful  and  thorough  re.search 
and  analysis,  he  also  shows  why  failure  to  establish  a  trend  of  Bengali 
business  entrepreneurship  was  destined  to  be  the  outcome  of  such  a 
promising  beginning.  Where  Bombay  was  to  become  a  proud  city  run 
by  indigenous  industrialists,  businessmen,  and  entrepreneurs,  Bengalis 
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lost  control  of  Calcutta  through  their  loss  of  interest  in  commerce  and 
industry. 

Why  would  a  Bengali  Brahmin  be  the  greatest  Indian  entrepreneur 
of  the  1840s?  Kling  traces  the  history  of  the  family  to  explore  this  ques¬ 
tion.  The  Tagores  belonged  to  a  degraded  subcaste  who  had  become 
polluted  through  some  events  in  their  family  history.  The  family  rose 
to  wealth  and  prominence  in  the  eighteenth  century  only  through  an 
intense  desire  for  achievement  to  prove  themselves  to  Bengali  society. 
They  became  open-minded  and  formed  business  partnerships  with  the 
British,  adopting  in  the  process  elements  of  We.stcni  culture.  Ultimately, 
Dwarkanath  was  to  be  very  much  influenced  by  Rammohun  Roy,  the 
Hindu  iconoclast,  from  whom  he  took  over  the  leadership  of  the  Bramo 
Samaj  after  Rammohun’s  death.  Dwarkanath  himself  came  into  the 
family’s  wealth  at  an  early  age,  mastering  the  laws  of  the  British  govern¬ 
ment  as  they  applied  to  the  land  under  the  zamandari  .svstem.  His  ability 
to  interpret  the  Indian  market  to  Western  merchants  was  a  valuable 
serxice  to  them.  Through  inheritance  of  vast  estates  and  the  aerjui'^i- 
tion  of  more,  by  1830  he  was  one  of  the  wealthiest  men  in  Bengal.  Unlike 
many  zamindars,  he  never  sublea.sed  his  e.statcs  but  exercised  direct  con¬ 
trol  through  a  hired  European  manager. 

At  the  age  of  28  Dwarkanath  was  appointed  to  an  administrative  post 
in  the  salt  agency,  which  he  held  for  twelve  years,  allowing  him  to 
learn  more  al)out  business  management  and  to  join  with  Briti.shers  in 
joint  undertakings.  As  a  result,  he  was  to  form  a  partnership  with  William 
Carr  to  establish  the  leading  agency  house  after  I830-183.‘5:  Carr, 
Tagore  and  Company.  Already  he  had  been  a  leading  figure  in  found¬ 
ing  the  Union  Bank.  Kling  recounts  in  intere.sting  detail  the  part  Dwar¬ 
kanath  played  in  these  two  institutions  as  well  as  his  entrepreneurship 
through  Carr,  Tagore  and  Company  in  coal  mining,  tea  growing,  salt 
production,  and  steam  tugboat  operations  and  later  in  steam  ships  and 
railroads.  Each  undertaking  is  thoroughly  documented  and  analv/ed. 
Reasons  for  success  or  failure  are  developed  through  impressive  scholar¬ 
ship. 

Kling  .shows  that  Dwarkanath  was  a  multidimensional  man,  hoping  to 
play  a  role  in  building  a  multi-racial  society  in  India.  He  u.sed  his  wealth 
and  influence  to  promote  his  concept  of  this  .societv  bv  both  deed  and 
example  —  in  politics,  business,  philanthropy,  and  the  arts.  Unfor¬ 
tunately,  Dwarkanath  lauded  the  Briti.sh  nile  at  a  baiM|uet  in  his  honor 
given  by  the  Lord  Mavor  of  London  in  1841.  This  speech  was  criti¬ 
cized  by  friends  and  family  in  India  as  well  as  by  members  of  the 
British  India  Society.  He  was  always  criticized  bv  conservative  Bengalis, 
who  objected  to  his  s(K-ial  behavior  and  politics. 

The  final  days  of  the  Union  Bank  and  Carr,  Tagore  and  Company  are 
recounted  with  the  .same  careful  detail  by  Kling.  Dwarkanath  was  on 
his  second  trip  to  Great  Britain  when  the  overexpansion  of  credit  and 
the  overproduction  of  indigo  began  to  bring  irreparable  crevices  in  the 
Union  Rank;  ultimately  the  reces.sion  of  1846-47  was  to  bring  down 
Carr,  Tagore  and  Company.  By  the  time  of  the  fall  of  these  two  in¬ 
stitutions  Dwarkanath  was  dead,  never  having  finished  his  second  Euro¬ 
pean  trip. 
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As  a  final  assessment  of  this  great  entrepreneur,  Kling  points  to  the 
fact  that  his  enterprises  were  brilliantly  conceived;  that  those  that  failed 
did  so  because  of  poor  management.  Carr,  Tagore  and  Company  spread 
itself  too  thin.  Nevertheless,  of  the  si.\  joint-stock  companies  fonned,  four 
were  very  successful  and  are  still  in  operation.  Tagore’s  larger  goal  was 
always  an  Indo-British  partnership.  Kling  concludes  that  this  failed  be¬ 
cause  he  misread  the  British  commitment  to  India;  they  ne\er  accepted 
a  genuine  partnership  with  an  Indian.  Their  objective  was  to  remit 
eapital  home,  not  to  build  an  interracial  .society  on  an  economic  base  in 
India.  In  the  recession  of  1846-1847,  so  many  Bengalis  were  financially 
mined  through  the  unlimited  liability  provisions  of  the  joint-stock  com¬ 
pany  law  that  they  turned  back  to  investment  in  land,  while  their  sons 
looked  to  religion,  the  arts,  and  professions  for  careers.  The  Indian 
business  re\()lulion  in  Bengal  was  o\er.  Dwarkanatb  Tagore’s  own  sons 
and  grandson  were  to  remain  /amindars  and  had  no  interivst  in  business 
enterprise. 

This  work  is  a  major  contribution  to  the  histoiw  of  the  economic 
foundations  of  a  movement  that  was  to  lead  to  Indian  nationhood. 
Its  exploration  of  the  personality  and  character  of  a  great  entrepreneur 
and  his  successes  and  failures  makes  it  an  outstanding  piece  of  business 
bistorv. 

o  o  o 

PRIVATE  FOREIGN  INVESTMENT  AND  ECONOMIC  DEVEL¬ 
OPMENT:  A  CASE  STUDY  OF  PETROLEUM  IN  INDIA.  By  R. 
Vedavalli.  New  York,  Cambridge  University  Press,  1976.  Pp.  xvi  -f 
222.  $27.50. 

Reviewed  by  Dwijendra  Tripathi 
Professor  of  Entrepreneurial  History 
Indian  Institute  of  Management,  Ahmedabad 

Analysts  of  Indian  economic*  development  ha\e  given  rather  in- 
ade(juate  attention  to  the  study  of  speeific  industries.  Petroleum,  perhaps 
because  of  the  intricate  charaeter  of  this  industry,  has  attracti'd  still 
less  notice.  The  present  work,  therefore,  is  doubly  welcome.  Though 
B.  \'edavalli’s  primary  conceni  is  to  assess  the  impact  of  the  Indian 
operations  of  foreign  oil  companies  on  India’s  bahmce  of  payment,  her 
work  also  provides  valuable  insights  into  the  behav  ior  patti-m  of  multi¬ 
national  companies  in  relatively  less  developed  societies. 

While  presenting  an  essentially  economic*  analysis  of  the  private  fort*ign 
investment  in  Indian  petroleum  industiy,  the  author  has  surveyed  the 
history  of  this  industry  in  India  in  recent  years.  She  has  rightly  pointed 
out  that  at  the  time  of  its  independence,  India  was  almost  totally  de¬ 
pendent  on  imports  for  petroleum  products.  Bealizing  the  importance 
of  petroleum  for  eeonomic  development,  the  government  of  free  India 
decided  to  invite  three  foreign  companies  —  Bimnah  Shell,  Standard 
V^accuum,  and  Caltex  —  to  set  up  refineries  in  India  on  certain  terms 
and  eonditions.  The  industrial  poliev  announeed  bv  the  new  goveniment 
elearly  visualized  all  future  developments  in  the  field  of  oil  industry  to 
be  the  responsibility  of  the  state,  but  it  was  beyond  the  resourees  of  the 
government  in  the  195()s  to  set  up  oil  refineries  in  the  public  sector. 
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Negotiating  from  a  position  of  strength,  the  oil  companies  extracted 
extremely  favorable  terms  from  the  Indian  government  in  all  possible 
aspects  of  the  proposed  refinery  ventures,  and  yet  their  Indian  operations 
enabled  the  goxernment  to  save  more  foreign  exchange  than  woidd  have 
been  the  case  if  dependence  on  imports  had  continued.  State-owned  or 
state-controlled  refineries  would,  of  course,  have  been  more  advantageous 
for  India,  hut  these  alternatives  were  hardly  available  to  her  in  the  195()s. 

Though  Wdavalli  nowhere  clearly  says  so,  her  account  undoubtedly 
implies  that  foreign  private  investment  in  the  Indian  petroleum  industry 
would  ha\e  been  still  more  advantageous  for  India,  had  the  strueture 
of  the  international  oil  industrv  allowed  greater  maneuverability  to  the 
Indian  government  in  dealing  with  the  oil  companies.  The  control  of  the 
vertieallv  integrated  giant  oil  companies  over  every  .stage  of  the  industry, 
from  exploration  of  crude  to  the  marketing  of  petroleum  products  left 
little  room  for  the  Indian  goxeniment  to  reap  the  benefits  of  price  move¬ 
ments  of  crude  oil  and  petroleum  products  or  of  decline  in  transport 
costs.  \’i-davalli  did  not  have  aeee.ss  to  infoiination  about  how  the  negotia¬ 
tions  with  the  oil  companies  w’cre  conducted,  who  represented  the  gov¬ 
ernment,  anti  what  these  representatives’  credentials  were.  But  her 
account  leaves  no  room  for  doubt  that  considerable  nai\ete,  if  not  com¬ 
plete  ignorance,  about  the  oil  industrv  on  the  part  of  the  Indian  govern¬ 
ment  mad  *  it  an  easv  prev  of  the  avarice  of  the  oil  companies.  Naturally, 
therefore,  the  operations  of  these  companies,  or  for  that  matter  all  multi¬ 
nationals,  eausc’d  much  fear  and  suspicion  in  later  years. 

The  entrv  of  the  Soviet  Union  into  the  world  oil  market  in  the  late 
195()s  and  its  offer  of  crude  to  India  in  the  middle  196()s  on  verv  reason¬ 
able  tenns  led  to  the  establishment  of  state-owned  or  stat(*-eontrollt:d 
refineries  in  India.  The  diseoNer\'  of  new  sources  of  oil  and  successful 
explorations  for  oil  in  India  graduallv  pushed  the  foreign  oil  companies 
to  a  defensive  position  and  c*ventuallv  to  virtual  extinction  in  India.  There 
is  no  reasonable  doubt  tli  it  the  future  of  private  foreign  investmemt  in 
the  Indian  petroleum  industrv'  is  bleak.  Vedavalli  eoneedc^s  this  point, 
but  recommends,  on  purelv  economic  grounds,  the  e.stablishment  of 
joint  ventures  with  majoritv  state  control  for  exploration,  refining,  and 
marketing  of  pi'troleum  products.  Analvzed  in  the  context  of  political 
realities,  however,  one  can  cjuestion  the  v’aliditv'  of  this  recommendation. 
After  all  it  has  alwavs  remained  a  cardinal  principle  of  state  policy  in 
India  to  develop  the  oil  industry  in  the  public  .sc'ctor,  and  the  early 
dc'viations  from  it  mu.st  be  considered  nothing  more  than  a  helpless 
response  to  the  then-prev'ailing  economic  realities. 

It  would  be  unfair,  however,  to  judge  the  value  of  Vedavalli’s  book  in 
the  context  of  her  recommendations  alone.  The  real  merit  of  this  work 
is  that  it  presents  a  penetrating  analysis  of  an  intricate  subject  and 
provides  an  excellent  understanding  of  one  of  the  key  industries.  She 
liad  to  contend  with  the  difficulty  of  obtaining  reliable  data  in  relation 
to  a  highly  secretiv’e  industry.  But  in  spite  of  this  handicap,  she  has  given 
us  a  work  that  not  only  scholars  but  also  policy  makers  and  administrators 
will  find  useful  and  rewarding. 

o  e  o 
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tri'preneurs.  book  on,  revd.,  50:234- 
236;  anil  Henry  For«l.  book  on,  revd., 
46:123-124;  history,  book  on,  revd., 
46:124-126;  and  mass  transit  in  Chi¬ 
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5.53. 

Barth,  Carl  G.,  and  scientific  manaKC- 
ment,  48:488-500. 
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Structure  bi'fore  the  Age  of  Big  Busi¬ 
ness:  Conci'ntralion  and  Profit  in 
Pearly  Southern  Manufacturing,”  49: 
312-336;  revs,  bv,  47:381-383,  49:132- 
133,  3!>5-397. 
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ami  Moneymen:  The  Commercial  Rev- 
(dufion,  n'vd..  47:127-128. 

Gilbert,  Charles  (co-auth.),  American 
Business  History,  revd.,  46:.381-382; 
(ed.).  The  Making  of  a  Conglomerate, 
revd.,  47:.539-540. 

Gilbi'i't,  J.ames  H.,  “Collectivism  and 
Charles  .Sleinnu'tz,”  48:.520-.54():  De¬ 
signing  the  Industrial  State:  The  In¬ 
tellectual  Pursuit  of  Collectivism  in 
America,  ISSO-tUtlO,  revd.,  47:516-518. 

Gilbreth,  Frank  H.,  and  scientific  man- 
jigeim-nt,  48:485,  494,  498-.500. 

Gilh't,  Mana'l,  Les  Charbonnages  ilu 
Xonl  lie  la  France,  an  XIXe  Siicle, 
rev<l.,  49 :  lai- KHi. 

Gitelman,  Howard  M.,  “Per.s|)ectiv«'s  on 
.\meiican  Industri.d  Viohaice,”  47:1- 
23;  Workingmen  «/  Waltham:  Mobili¬ 
ty  in  American  I'rban  Industrial  De¬ 
velopment,  revd.,  49:516- 

518;  K'v.  by,  4!) :  130-1.38. 

Gladdf'n,  W.ashington,  and  Indian  terri¬ 
tory  mineral  leases,  46:65. 

The  Gladstones:  A  Family  Biograph y, 
lltl.t-lSiil ,  bv  S.  G.  (’heckland,  revd., 
46:486-487. 

Gla.sgow,  tobacco  merchants,  book  on, 
revd.,  .50:41.5-416. 

Glyn,  .Andrew  (co-.auth.).  Capitalism  in 
Crisis,  revd.,  47 :.5.52-.5.54. 

Godfrey.  .Aaron  .A.,  Government  Opera¬ 
tion  of  the  Railroads:  Its  Xeces.sity, 
Suecess,  and  Cimsequences,  HltS-lOJO, 
revd..  49:123-124. 

Goit('in,  S.  1).,  Letters  of  Medieval  Jew¬ 
ish  Traders,  revd.,  49:241-243. 

Gold,  and  balance  of  payments.  Middle 
.Ag(‘s,  book  on,  r<’vd.,  46:482;  mining 
in  .Australia,  book  on,  revd.,  46:272- 
274;  standard,  and  Federal  Re.serve 
.Act  of  15>1.3,  art.  on.  .50:. 503-51 3.  inter¬ 
national,  book  on,  revd.,  .50:107-109. 

Goldenberg,  Joseph  A.,  Shipbuilding  in 
Cidonial  America,  revd.,  .50:402-404. 

Goldsmiths'  Librarv  Catalogue,  revd.,  49: 
402-403. 

Goldthwaite,  Richard  .A.,  n'v.  bv,  46:400- 
401. 

Gompers,  Samiitd,  and  origins  of  AFL, 


A-22  BUSINESS  HISTORY  REVIEW 


hook  on,  rovtl.,  48:550-552;  and  labor 
inovoinent,  hook  on,  rovd.,  48:257-258. 
The  Good  Provider:  //.  J.  Heim  and 
ilift  57  Varieties,  hy  Rohril  C.  Alhcrt.s, 
rovd.,  48:260-261.' 

Goodliart,  C.  .\.  E.,  The  liiisiness  of 
liankimj,  mi-lOl.',,  rrv<l.,  48:240-242. 
Gould,  J.  I).,  Kcoiiomir  Gr<nrth  in  His¬ 
tory:  Sarvey  ami  Analysis,  rovd.,  48: 
KW-lll. 

Gould,  howi.-^  li.,  rov.  hy,  50:384-385. 
Gouldor,  Graoo,  Jtdm  I).  Horkefeller: 
The  Cleveland  Years,  rovd.,  48:561- 
562. 

Gourvi.di,  Toronoo  U.,  “.\  British  Busi- 
no.ss  Elil»‘:  Tho  ("hit'f  Exooulivo  Man- 
auors  of  tlio  Railway  Industry,  1850- 
1022,"  47:280-316;  Mark  Hiiish  and 
the  Lomlon  A*  X(trth  iro-s/fr/i  Rail¬ 
way:  A  Study  of  Manayement,  rt'vd., 
48:118-120;  r<>v.  hy,  50:420-421. 
Govan,  Thomas  1’.,  rov.  hy,  47:108-100. 
(lovc'inuH'nt,  urhan  l'.S.,  origins,  hook 
on.  rovd.,  .50:115-116. 
Govorninont-Bu.sino.ss  rolations,  in  Can¬ 
ada.  1808-1011,  art.  on,  47:1.58-176, 
hook  on,  rovd.,  46:250-261;  in  Kuroi)n, 
hook  on,  H'vd.,  40:141-143;  in  Italy, 
1010-1040,  hook  on.  r.  vd.,  46:276-278; 
.Soutli  .\tnorioa.  art.  on,  48:414-446; 
r..8.,  during  WWTI,  hook  on,  n'vd.,  47: 
518-520;  and  forc'inn  policy,  hook  on, 
rovd.,  48:,571-573;  and  iK'troIoum  in¬ 
dustry,  art.  on.  47:53-71;  and  TV.\, 
hook  on,  rc'vd.,  46:2.57-2.50;  and  Trans 
C'an.-ida  I’ijx'  Lino,  hook  on,  rovd.,  46: 
2.5!>-261. 

Government  Operation  tif  the  Railroads: 
Its  Xecessity,  Success,  ami  Conse¬ 
quences,  hv  Aaron  .\.  God- 

froy,  rovd.,  40:123-124. 

Gowaski**,  Jo.^opli  M.,  rovs.  hy,  48:548- 
.5.50,  .50:243. 

Graddy,  Duano  B.,  rov.  hy,  .50:,521-.523. 
Graol)nor,  William,  Coal-Mininy  Safety 
in  the  Proyressive  Period:  The  Political 
Economy  of  Reform,  rovd.,  .50:307- 
308;  “Groat  Exportations:  Tho  Soarch 
for  Onlor  in  Bituminous  Coal.  1.800- 
1017,”  48:40-72;  rov.  hy,  47:112-113. 
Graliam,  Ricliard,  rov.  hy,  40:151-1,53. 
Grain  trado,  C..S.,  hook  on,  rovd.,  48:140. 
Grand  Commerce  El  Vic  Vrhaine  Au 
XVIe  Siecle:  Lyon  el  Ses  Marchands, 
hy  Ricliard  Gascon,  rovd.,  47:414-416. 
Grant,  H.  Rogor,  rov.  hy,  48:5.57-55,8. 


Gr.ay,  Ralph  D.,  Stellite:  A  History  of 
the  Haynes  Stellite  Company,  1912- 
1972,  rovd.,  40:272-273. 

The  Great  American  Blow-Up.  Puffery 
in  Advertisiny  and  Selliny,  hy  Ivan  L. 
Frost  on,  rovd.,  40:520-530. 

Groat  Britain,  accounting,  art.  on,  49:6- 
36;  and  Argentine  railroads,  hook  on, 
rovd.,  40:537-539;  hanking  in,  hook  on, 
rovd.,  46:303-395.  48:240-242;  bills  of 
exchange,  hook  on,  rovd.,  46:266-267; 
clu'mical  industry,  hook  on,  rovd.,  50: 
41.8-419;  corjK)rato  strategy  and  struc¬ 
ture,  hook  on,  revd.,  49:279-282;  East 
India  Co.,  art.  on,  50:329-3,55;  econ. 
doveIo]iment,  hooks  on,  revd.,  47:404- 
405.  4.8:23.8-240;  econ.  history,  hooks 
on.  revd.,  46:132-133,  3.84-3.86,' 3.86-3.87, 
3.87-a89.  395-397,  47:412-414,  540-541; 
factories,  hook  on,  rovd.,  46:261-262; 
financial  institutions,  hook  on,  revd., 
47:134-136;  and  Fitzwilliam  indust, 
undertakings,  hook  on,  rovd.,  50:256- 
257 ;  immigrants  to  U.S.,  hook  on, 
rovd.,  47:3.8.8-389;  indust,  ilovolopinont 
1714-1.867  hook  on,  rovd.,  4.8:5.8.8-589; 
Imlu.st.  Rov.,  hook  on.  rovd.,  47:411- 
412;  invest monts  in  Canada,  art.  on, 
47 :239-259 ;  labor  1727-1850,  jiamiih- 
lots  on,  rovd.,  47:409-411;  London  & 
Nortli  Western  Railroad,  hook  on, 
ri'vil.,  4.8:11.8-120;  monotaiy  hi.story, 
hook  on,  rc'vd.,  48:228-230;  monetary 
policies,  hook  on,  rovd.,  50:421-424; 
monoyh'iulors,  art.  on,  50:456-476; 
multinational  entorpri.sos  in,  art.  on, 
4.8:.303-335;  nationalisation  1945-1973, 
hook  on,  rovd.,  4.8:590-592;  “now”  in¬ 
dust  ties,  l!>30s.  art.  on,  49:205-222; 
]>f‘troioum  industry,  art.  on,  4.8:1.87- 
205;  jiort  dovoloimuait,  hook  on,  rewd., 
46:130-132;  railroads,  art.  on.  47:2.89- 
316.  hooks  on,  revd.,  46:267-269,  50: 
55.8-.559;  revolution  1642,  hook  on, 
rovd.,  4.8:232-233;  ro'id  transjiort,  hook 
on,  rovd.,  47:407-408;  slave  trade  and 
capital  formation,  art.  on,  46:430-443; 
steam  ('ngim*  mfr.,  hook  on,  revd.,  49: 
268-270;  stool  industry,  hook  on,  revd., 
.50:109;  stock  exchanges,  hook  on, 
revd.,  49:2.5.8-260;  textile  industry, 
arts,  on,  47:21-42,  48:451-47.8,  hooks 
on.  rovd.,  46:262-264,  391-392,  487- 
4.89,  49:149-151,  257-258;  trade,  Anglo- 
Am.  1790-1850,  .art.  on,  48:501-519; 
trade,  1750-1.850,  hook  on,  revd.,  47: 
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542-544;  trade  with  Scandinavia,  hook 
on,  revd.,  48:114-115;  trade  with  liatin 
America,  hook  on,  rc'vd.,  4S:.5S9-590; 
17C  foreinn  trad(',  hook  on,  revr!.,  49: 
531-.532;  trans])oitation  since  1914, 
hook  (>n,  revd.,  .50:420—121;  wine  trade, 
hook  on,  revd.,  48:113;  workinn  class 
housinfi,  hook  on,  revd.,  49:251-2,53. 

“(Ireat  K.xpc'ctations:  Tlie  Searcli  for 
Onh'r  in  Hilnininous  Coal,  1S90-1917,” 
hy  William  (Jniehner,  48:49-72. 

The  Gant  Gnmltlc:  The  lioeini/  7.{7.  hv 
Laurenc('  Knter,  revd.,  48:.573-.575. 

Great  Northern  Hailro.ad,  and  land 
Kiiinls.  46:279-294. 

Great  Plains,  C.S.,  i)romotional  liteiatnre. 
hook  on,  ri'vd.,  46:241-243. 

Green.  Geoifie  I).,  Fuiiitire  initl  Economic 
Dcri  lo/imcnl  in  the  Ohl  Soitlli :  Louisi- 
nno  linnhiiKj,  ISO.'i-ISfU ,  revd..  46:369- 
370;  H'vs.  i)y.  47:512-513,  48:271-273, 
.50:.54t)  551. 

Gr('(>n,  William  A.,  rev.  hy,  47:544-.546. 

Greene,  .lack  P.,  r(‘v.  hy,  48:.544-.54.5. 

Greene,  .^uzanee  K..  revs,  hv,  4!t:110- 
112.  ,50:123-124. 

Gri'nory,  Frances  W.,  Xothan  Ai>i>l(  lon: 
Mcrchniit  and  Ent  iTprcncur,  1779- 
ism.  rf'vd.,  ,50:406-407. 

Gressh'y,  Gene  M..  rev.  hy,  47 :,391-,393. 

Grinds,  Chaunccy  W..  and  coal  tr.ade 
with  ,1.  ,1.  Hill,  ,50:186-196. 

Gfimslvy  and  the  Haven  Company,  hy 
Gordon  ,Iack.<on,  revd..  46:130-132. 

Gi indie,  Hofi'  i'  Ij.,  Quarry  and  Kiln:  'J'hc 
Story  of  Maine’s  Lime  Industry,  revd., 
47:,529-.530. 

Groh.  G(Mald  N.,  rev.  hy,  48:257-2.58,  48: 
.5.52-.5.53. 

Groner.  .\l('x  (co-anih.),  'I'he  History  of 
American  liasiness  and  Industry,  n'vd., 
47:378-380. 

The  Growth  amt  Hide  of  C.K.  Financial 
Instit iilions,  ISStl-tPtlJ,  hy  David  K. 
>Shei)pard.  revd.,  47:134-136. 

Growth  of  the  American  Economy,  hy 
.Sinarl  Hrnchey,  revd.,  49:.509-.511. 

Gust  in,  Lawrence'  H.,  Hilly  Durant,  Cre¬ 
ator  of  General  Midors,  ri'vd.,  48:267- 
268. 

Gwyn,  Julian,  The  Enterprisiny  Admiral: 
The  Personal  Fortune  of  Admiral  Sir 
Peter  ir«/rt'/(,  revd.,  ,50:426-427. 

Haher,  L.  F.,  The  Chemical  Industry, 
PJOO-lOdI):  International  Growth  and 


Techmdoyical  Chanye,  revd.,  46:100- 
102;  rev.  hy,  ,50:418-419. 

Die  1 1  ahshuryer-M  onarchie  lS.iS-I91S, 
V<d.  I:  Die  W’irtschaftliche  Entwick- 
luny,  ed.  hy  Alois  Hru.satti,  revd.,  49: 
406-408. 

IlaKan,  Kenm-th  ,!.,  Afuericait  Gunboat 
Diplomacy  and  the  Old  Xary,  1S77- 
tSS9,  revei..  48:263. 

Hainsworih,  I).  H.,  The  Syitncy  Trailers: 
Simeon  Lord  and  His  Contemporaries, 
17SS-lS3t,  revd.,  46:489-490. 

Ilaite's,  Faik  F.  (co-auth.),  “The  Profit- 
ahilitv  of  Ste.'imho.-iliim  on  Western 
Hi  vers:  18.50,”  49:346-3,54. 

The  Hall  Carbine  Affair:  An  Essay  in 
H istorioyraph  y,  hy  H.  Gordon  Was¬ 
son.  revd.,  47:10!)-111. 

H.dl,  Ke-rmil  (co-atilh.),  TIk  Passaic 
Textile  Strike  of  tit’C,  revd.,  ,50:243. 

H.‘dl;;.'irlen,  Georn*'  W.  F.  (co-aeilh.), 
Dt  utsche  Industrie  and  Politik:  Von 
Hismarck  bis  Hente,  re\(l.,  49:409-411. 

Hamilton  Manufacturing  ('o.,  atid  textile 
factory  discipline,  art.  on.  ,50:131-1,52. 

Hammer,  .\rmand,  hioji.  of.  icvd..  ,50:414. 

Handlin.  Oscar,  I'ev.  hy.  ,50:127-128. 

H.'inn,  Russell  G.  (co-auth.),  Primary 
Sources  in  Canadian  Workiny  Class 
History,  !<Sl!i)-!!l.iii,  i-evd..  49:1,5.5-1,56. 

Hannali,  Lf'slie,  ri'V.  hy,  ,50:109. 

Hardin,  Her.schel,  A  .\ation  I'nawari': 
Till  Canadian  Economic  Culture, 
K'vd.,  ,50:112-113. 

Harh-y,  C.  K..  rev.  hy,  49:149-151. 

Harriman,  10<lwar<l  H.,  :ind  railroads, 
hook  on,  revd.,  .50:.53.5-.536. 

Hairison,  John  F'.  C.,  The  Hirth  and 
Growth  of  Industrial  Enyland,  171.',- 
ISfli,  r('V(i..  48:58.8-589;  rev.  hv,  47: 
409-411. 

Hart,  Hohert,  in  China,  hook  on,  revd., 
,50:412-414. 

H  .'irte.  N.  H.  (ed.).  Textile  History  and 
Economic  History.  Essays  in  Honour 
of  Miss  Julia  ileLacy  Mann,  revd.,  49: 
148-149. 

Hartwell,  H.  M.  (»'<!.),  The  Industrial 
He  volution,  revd..  46:128-129. 

H;u  vard-Newconu'ii  Postdoctoral  F\'l- 
lowship,  awaiiied,  1970-77,  ,50:219. 

Halt] it.  Herman,  hio>i.  of,  ri'vd.,  48:2,55. 

Hausman,  William  J..  rev.  hv,  .50:41.5- 
416. 

Haven  Co.,  hook  on,  revd.,  46:130-132. 
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Hawley.  Kllis  W.,  revs.  hy.  46:2.57-259, 
49::{iK)-:«H. 

Hayes,  Samui'!  III.  n-v.  hy.  46:111-116. 

IlaviK's  St('llil('  C'o.,  hook  on,  nnd.,  49: 
272-273. 

Heal<l,  Morrell,  rev.  hy.  4S:273-274. 

Heath,  .liiu  “.Anierie.in  War  M()l)ili- 
zalioii  and  tin'  I’.-^e  of  .''in.tll  Mannfae- 
tnrer.s.  1939-1943.”  46:295-319. 

Hedlin.  K<lie,  rev.  I)y.  49:511-512. 

Heiihroner,  Hol)erl  L..  Hiisincss  Cirilizd- 
tion  in  Dcrlinv,  ri'\'d..  59:3S7-3.S9. 

Heinz,  H.  J..  Iiio^.  of.  revd.,  4.S :26()-261. 

HelfTerieli,  Karl,  I>ion.  of,  revd.,  46:275- 
276. 

Henderson.  William  ().,  Thr  liisc  of  Ger- 
niiiii  I  ml  list  rial  I’ntrcr  IS.{  ',-1!)] revd., 
.50:42S-430. 

Hendrieks  family,  ami  .\m.  eopix'r  in¬ 
dustry.  hook  on.  revd.,  46:36.S-369. 

Hinii/  Finil  iiml  G ritxx-l{nots  America, 
hv  Keymdd  M.  Wik,  revd.,  47:122-123. 

Henry,  IIiikIi  H.  iV  (’o.,  on  Chei'okee  In¬ 
dian  l.ands,  46:53-.56. 

//<  ■///■//  ir<//(.se//  ami  11  ix  American  Jniir- 
nal,  ed.  Iiy  David  .1.  Jeremy, 

revd..  46:129-130.' 

Ilephmii  .\et.  and  railroatl  ri'^nlation. 
50:165-167. 

Ilerheft  H oarer  ami  the  Crixix  of  Ameri¬ 
can  (’aiiitalixm.  ed.  hy  J.  Jo.sc'ph  Hath- 
maelier  ami  Warren  I.  Susman,  revd., 
49 :264-265. 

Ilerheii  lloorer  at  the  Onxel  of  the 
Great  l)i  jirex.' \ni,  l!>J!)-!!Ut),  hy  lloh- 
ert  .''ohel.  revd.,  .50:529-m{0. 

llerhert  lloomr:  Fori/otten  Proijrexxire, 
hy  Jo.in  11.  Wilson,  revd.,  49:527-529. 

Herliliy,  D.avid.  rev.  hy,  47  :.540-.541. 

llersliherti.  'riieodon-,  icv.  hy,  49:516- 
5  IS. 

Ih'ssen.  Holx'i’t.  Steel  Titan:  The  Life 
of  ('ha i  lex  M.  Sell  wait,  r('vd.,  50:3.S5- 
3S7 ;  “’File  Transformation  of  Hetlde- 
hem  Steel.  1904-1909,"  46:339-360. 

Hewes.  James  Iv.  Jr..  From  Hoot  to  M c- 
\amara:  Arnnj  Ori/anization  ami  Ad- 
minixtration,  IttUd-lUM,  revd.,  50:394- 
395. 

Hilly,  Muriel  K.,  rev.  hy,  46:251-252. 

Hilly,  Kalpli  W..  eomments  on  rev.  of 
linxinexx  Folitirx  in  America  from 
the  Ai/e  of  Jaekxon,  46:477-47S;  revs, 
liy,  46:239-241,  47:117-118,  2S4-2S5. 

Hififiins,  J.  1’.  1*.  (eo-ed.),  Axpeetx  of 
('ajiital  Invextmcnt  in  Great  Britain, 


.4  Preliminary  Survey, 
revd.,  46:387-389. 

Hififis.  Hohert.  The  Tranxformation  of 
the  American  Economy,  lSt!5-l!)1 4, 
revd.,  46  :.503-504 ;  rev.  hy.  47:375-376. 

Ilifiliam.  Hohin.  revs,  hy,  48:274-275, 
.573-.57.5.  49:116-118. 

Hill,  James  J..  hio<i.  of,  revd..  .50:.53.5-.536; 
and  eoal  tiade,  art.  on,  50:179-197. 

Hill.  Polly,  rev.  liy.  48:242-243. 

Hilliard.  Sam  H..  lloymeat  ami  Iloe- 
eake:  Food  Sup/ily  in  the  Old  South, 
IS'i(i-ISt;t),  revd..  47:38.5-386. 

Hills,  Hilliard  h.,  rev.  hy.  46:389-390. 

IlimmelherK.  Hohert  rev.  hv,  49: 
527-529. 

Hirseh,  Susan  Iv,  rev.  hy,  50:115-116. 

llirselifield.  Daniel  .S..  on  New  Deal, 
46:417-420. 

Hir.silimeier,  Johannes  (eo-anth.).  The 
Dereloiiment  of  .lapanexe  Buxinexx 
li!iiii  l!)7.{.  revd..  50:101-103. 

llixtoire  de  L'Ex/doitation  d'un  Grand 
liexean:  La  ('omiiayne  dii  Chemin 
de  Fer  du  Sard  IS  it!-J!).}7 ,  hy  Fraii- 
eois  ('aroii.  revd.,  49:13.8-141. 

llixtoire  Ihx  Cximx  lienault:  Xaixxanre 
De  La  Grande  Enterprixe,  IS!)S-l!).i!), 
hy  Patriek  I'riden.son,  revd.,  47:519- 
552. 

The  llixtorian  and  Film,  ed.  hy  Paul 
Smith,  revd..  50:229-230. 

“Hi  slorieal  ()ri;{ins  of  the  .\do|>tion  of 
the  Kxxon  Name  and  Trademark,”  hv 
Pan!  H.  Cidden.s.  47:35:1-366. 

,4  Ilixtory  of  Aeeonntiny  Thonyhl,  hy 
Miehaei  Cliatfield.  revd.,  49:256-257. 

77/e  Ilixtory  of  Ameriran  Biixinexx  and 
Imliixtry,  hy  .\lex  (Ironer  and  the  eds. 
of  Ameriean  Heiitane  and  Hn.sine.s.s 
Week,  revd.,  47  ::i78-.380. 

.1  Ilixtory  of  Bold:  Puhlixhiny  in  the 
I'nited  Statex.  Volume  I.  The  Crea¬ 
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('d.  l)v  K.  Jamos  iM'rguson,  rovd.,  48: 
246-24S. 
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Parrish,  Micliacl  E.,  on  ccon.  regulation, 
4!>:170;  on  New  Deal,  46:410-414. 
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The  Passaic  Textile  Strike  of  I'djti,  hy 
Paul  li.  Murphy,  rt'vd.,  50:243. 
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field  Oil  Co.,  hook  on,  revd.,  47:121- 
122;  in  Texas,  book  on,  revd.,  46:251- 
252;  and  Walter  C.  Teagle,  hook  on, 
revd.,  49:388-390. 
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The  Portuyal  Tradi  :  *4  Study  of  Anylo- 
Port uyuese  Commerce,  17Ub-177(>,  hy 
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Potts,  E.  Dani(4  and  Annette,  A  Yankee 
Merchant  in  Gtddrush  Australia:  The 
Letters  of  Georye  Francis  Train,  1S5S- 
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Itelationship  to  the  liritish  and  Ameri¬ 
can  Tiduicco  Trades,  n'vd.,  48:115- 
117;  rev.  by,  49:531-532. 

Price,  Hojier,  The  Economic  Moderni¬ 
zation  o/  France,  I7d0-tSSl),  revd.,  50: 
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Private  Investment  in  India,  1900-1939, 
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Husine.ssmen  and  (he  Federal  System, 
1898-1911,”  by  Christopher  .Armstrong 
and  II.  V.  Nelles,  47:15.8-176. 
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operation,  1918-1920,  book  on,  revd., 
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New  Books  from  Syracuse 

WELCH'S  GRAPE  JUICE:  FROM  CORPORATION  TO  COOPERATIVE 

by  William  Chazanot 

In  1869  a  teetotaling  Methodist  zealot  discovered  a  non-alcoholic  sacramental 
"wine",  then  marketed  the  product  of  his  kitchen  industry  into  a  nationally  known 
commodity.  The  Welch  Grape  Juice  Company — now  Welch  Foods,  Inc. — is  fre¬ 
quently  cited  for  its  unusual  financial  history  and  company  structure.  Jacob  M. 
Kaplan,  a  successful  molasses  entrepreneur,  purchased  the  privately  owned 
company  in  1945.  His  conversion  of  Welch’s  to  a  grower-owned  co-operative  is 
unprecedented  in  American  business  history.  However,  Welch’s  has  always  been 
an  uncommon  operation — pioneering  many  of  today’s  best  business  and  employ¬ 
ment  practices.  This  is  the  story  of  a  remarkable  company  and  its  leaders;  par¬ 
ticularly  Charles  E.  Welch,  son  of  the  founder  and  innovative  marketer,  and  Jacob 
M.  Kaplan,  the  organizational  and  financial  wizard  who  made  Welch’s  into  one  of 
the  most  successful  businesses  of  its  kind. 

A  New  York  State  Study 

December  464  pages,  52  illustrations  ISBN  0--8 156-2189-2  $20.00 

ALEXANDER  BRYAN  JOHNSON:  PHILOSOPHICAL  BANKER 

by  Charles  L  Todd  and  Robert  Sonkin 

This  is  the  story  of  an  American  Renaissance  man  who  came  to  the  Mohawk  Valley 
from  England  as  a  boy  of  15  in  1801,  married  the  granddaughter  of  John  Adams, 
made  a  fortune  as  an  upstate  banker,  invested  in  real  estate  and  glass  factories, 
and  in  his  spare  time  wrote  ten  books.  His  books  on  linguistics  were  ahead  of 
their  time,  and  his  work  on  economics,  printed  in  1814,  anticipated  many  of  the 
theories  of  Veblen  and  Keynes.  Albert  Einstein  called  him  a  "truly  original  thinker.” 
The  authors  tell  of  Johnson’s  pathetic  efforts  to  keep  his  Jewish  ancestry  hidden 
from  his  Yankee  in-laws,  his  Central  New  York  business  associates,  and  often 
himself.  As  Alex  Haley,  author  of  Roots,  comments  in  a  Foreword,  Johnson’s 
story  “is  part  and  parcel  of  the  American  dream — and  the  American  tragedy.” 

A  New  York  State  Study 

December  416  pages,  13  illustrations  ISBN  0-8156-2188-4  $16.00 

ONEIDA  COMMUNITY  PROFILES 

By  Constance  Noyes  Robertson 

Upstate  New  York’s  Oneida  Community  was  one  of  the  most  successful  of  the 
nineteenth-century  experiments  in  utopian  communal  living.  In  two  earlier  books 
Constance  Noyes  Robertson,  granddaughter  of  the  Community’s  founder  and 
leader,  John  Humphrey  Noyes,  told  the  Oneida  Community’s  story — from  rural 
farming  commune  through  the  breakup  to  the  joint  stock  company  which  was  the 
precursor  of  today’s  Oneida  Ltd. — based  on  the  Community’s  many  publications. 
Here  Mrs.  Robertson  tells  another  more  private  story,  providing  an  intimate  view 
of  the  early  years,  struggles  for  survival,  and  individual  families’  concerns  and 
indecisions  about  joining  or  leaving  the  Community,  based  on  personal  letters 
never  intended  for  publication.  There  is  new  material  about  several  branch  com¬ 
munes  at  Manlius  and  Brooklyn,  New  York;  Newark  and  Fletcher,  New  Jersey;  and 
Wallingford,  Connecticut. 

A  York  State  Book 

Published  160  pages,  14  photographs  ISBN  0-8156-0140-9  $10.00 

From  your  local  bookseller  or  prepaid  from 

SYRACUSE  UNIVERSITY  PRESS 

Syracuse,  New  York  13210 


